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Wkh Hqg ri Dofkhp|
e| Phuy|q Nlqj= D Uhylhz Hvvd|
Urjhu H1 D1 Iduphu
Ghsduwphqw ri Hfrqrplfv XFOD
Iheuxdu| 534:
Devwudfw
L uhylhz Wkh Hqg ri Dofkhp| e| Phuy|q Nlqj/ sxeolvkhg e| Z1Z1
Qruwrq dqg Frpsdq| lq 53491 L glvfxvv Nlqj*v sursrvhg uhjxodwru| uh0
irup/ wkh cSdzq Eurnhu iru Doo Vhdvrqv* +SIDV, dqg L frpsduh lw wr dq
dowhuqdwlyh vroxwlrq ghyhorshg lq p| rzq zrun1 L dujxh wkdw xquhjxodwhg
wudgh lq wkh qdqfldo pdunhwv zloo qrw/ lq jhqhudo/ ohdg wr Sduhwr rswl0
pdo doorfdwlrqv1 Dv d frqvhtxhqfh/ vroxwlrqv olnh wkh SIDV wkdw fruuhfw
sureohpv zlwk h{lvwlqj lqvwlwxwlrqv duh olnho| wr eh flufxpyhqwhg e| wkh
ghyhorsphqw ri qhz rqhv1
4 Lqwurgxfwlrq
Phuy|q Nlqj lv rqh ri dq holwh jurxs ri dfdghplf hfrqrplvwv zkr kdv h{shul0
hqfhg srolf| pdnlqj uvw kdqg1 Kh ehjdq klv hgxfdwlrq lq hfrqrplfv dw Fdp0
eulgjh Hqjodqg/ vwxg|lqj zlwk Ulfkdug Ndkq dqg Mrdq Urelqvrq dqg frpsohwhg
klv hgxfdwlrq dw Fdpeulgjh Pdvvdfkxvhwwv dv d Nhqqhg| Vfkrodu dw Kduydug
Xqlyhuvlw|1 Ehjlqqlqj olih dv wkh vrq ri d udlozd| sruwhu lq Exfnlqjkdpvkluh/
Hqjodqg/ Phuy|q Nlqj hqmr|hg d glvwlqjxlvkhg dfdghplf fduhhu/ qrwdeo| dv wkh
irxqghu ri wkh Ilqdqfldo Pdunhwv Jurxs dw wkh Orqgrq Vfkrro ri Hfrqrplfv1
Lq 4<<6/ kh pryhg wr wkh Edqn ri Hqjodqg/ uvw dv Fklhi Hfrqrplvw/ wkhq dv
Ghsxw| Jryhuqru dqg/ ehjlqqlqj lq 5336/ dv Jryhuqru14
Hqqreohg lq 5346/ Phuy|q Doolvwhu Nlqj/ Edurq Nlqj ri Orwkexu|/ lv zruwk
uhdglqj zkhq kh zulwhv d errn zlwk wkh vxewlwoh= Prqh|/ Edqnlqj/ dqg wkh
Ixwxuh ri wkh Joredo Hfrqrp|= Kh lv rqh ri wkh ihz shrsoh rq wklv sodqhw zkr
khoshg vwhhu wkh joredo hfrqrp| wkurxjk wkh zruvw qdqfldo fulvlv vlqfh wkh
Juhdw Ghsuhvvlrq1
WL zrxog olnh wr wkdqn Vwhyhq Gxuodxi iru lqylwlqj ph wr zulwh wklv uhylhz hvvd| iru wkh




Srolf| pdnhuv zkr ohdyh wkhlu srvwv zulwh wzr w|shv ri errnv1 Wkhuh duh wkrvh
zkr zulwh nlvv dqg whoo errnv wkdw uhyhdo shuvrqdo ghwdlov ri wkh srolf| pdnhu*v
lqwhudfwlrqv zlwk zruog ohdghuv1 Wkh Hfrqrplf Frqvhtxhqfhv ri wkh Shdfh/ wkh
errn wkdw eurxjkw Mrkq Pd|qdug Nh|qhv wr surplqhqfh lq wkh sxeolf h|h/ zdv
d errn ri wklv nlqg15 Wkh Hqg ri Dofkhp| lv qrw rqh ri wkhvh1 Lw lv d vxevwdqwlyh
dqdo|vlv ri wkh 533; qdqfldo fulvlv/ vhhq wkurxjk wkh ohqv ri dq dfdghplf zkr
olyhg wkurxjk dqg sduwlflsdwhg lq pdqdjlqj wkdw fulvlv dv Jryhuqru ri wkh Edqn
ri Hqjodqg1 Wkdw/ lq lwvhoi/ pdnhv lw hvvhqwldo uhdglqj iru doo zkr vhhn wr ixuwkhu
wkhlu xqghuvwdqglqj ri wkh Juhdw Uhfhvvlrq1
5 Zkdw wkh Errn Vhhnv wr Dfklhyh
Wkh Hqg ri Dofkhp| lv dlphg dw wkh jhqhudo uhdghu dqg/ iru wkh prvw sduw/
lw vxffhhgv dw lqwurgxflqj uhodwlyho| whfkqlfdo hfrqrplf frqfhswv lq dq xqghu0
vwdqgdeoh zd|1 Lq wkh lqwurgxfwlrq/ Nlqj glvfxvvhv irxu frqfhswv wkdw zloo nqlw
wrjhwkhu klv qduudwlyh> glvhtxloleulxp/ udglfdo xqfhuwdlqw|/ sulvrqhu*v glohppd
dqg wuxvw1
E| glvhtxloleulxp/ Nlqj phdqv wkdw wkh joredo hfrqrplf rughu kdv ehhq
fkdudfwhul}hg/ iru wkh sdvw wkluw| |hduv/ e| wudgh lpedodqfhv lq zklfk vrph
frxqwulhv kdyh uxq shuvlvwhqw edodqfh ri sd|phqwv ghflwv dqg rwkhuv kdyh uxq
vxusoxvhv1 Kh grhv qrw phdq wkdw wkh txdqwlw| ri oderu ghpdqghg lv xqhtxdo wr
wkh txdqwlw| vxssolhg dw h{lvwlqj pdunhw zdjhv dqg sulfhv1 Wklv lv exw rqh ri
pdq| lqvwdqfhv zkhuh Nlqj kdv rswhg wr xvh odqjxdjh wkdw zloo eh xqghuvwrrg e|
d od|shuvrq exw wkdw pd| vrz frqixvlrq lq wkh plqg ri wkh lqdwwhqwlyh hfrqrplvw1
E| udglfdo xqfhuwdlqw|/ kh lv uhihuulqj wr Iudqn Nqljkw*v glvwlqfwlrq ehwzhhq
ulvn/ lq zklfk wkh ixwxuh lv prghohg dv wkh xqiroglqj ri d nqrzq suredelolw|
phdvxuh/ dqg ^udglfdo ` xqfhuwdlqw| lq zklfk wkh ixwxuh lv erwk xqnqrzq dqg
xqnqrzdeoh16 Wklv lv forvh wr wkh ylhz ri xqfhuwdlqw| idyruhg e| Nh|qhv zklfk
iruphg wkh edvlv iru klv idprxv sdvvdjh rq cdqlpdo vslulwv*17 Lq Phuy|q Nlqj*v
ylhz/ Nqljkw*v yhuvlrq ri dq xqfhuwdlq ixwxuh lv d fulwlfdo slhfh ri dq| h{sodqdwlrq
ri pdfurhfrqrplf hyhqwv1
Nlqj xvhv sulvrqhu*v glohppd dv d fdwfk0doo skudvh wkdw uhihuv wr dq rxwfrph
wkdw lv lqglylgxdoo| udwlrqdo exw qrw vrfldoo| rswlpdo1 Wkdw zloo eh d qrq vwdq0
gdug xvdjh iru pdq| hfrqrplvwv zkr pljkw vhh wkh sulvrqhu*v glohppd dv rqh
lqvwdqfh ri d qrq Sduhwr Rswlpdo htxloleulxp1 Lw lv qhyhuwkhohvv/ d uhodwlyho|
hhfwlyh zd| ri frppxqlfdwlqj dq lghd wr d jhqhudo dxglhqfh1 Pdq| ri Nlqj*v
uhdghuv zloo eh idploldu zlwk wkh sulvrqhu*v glohppd1 Wkh| pd| eh ohvv idploldu
zlwk zkdw hfrqrplvwv phdq e| dq htxloleulxp ru d Sduhwr Rswlpxp1
5Nh|qhv +4<53,1
6Nqljkw +4<54,1
7Nh|qhv duwlfxodwhg klv wkhru| lq wkh Wuhdwlvh rq Suredelolw|/ +Nh|qhv/ 4<54, d errn wkdw
zdv orqj lq jhvwdwlrq dqg wkdw zdv qrw zhoo uhfhlyhg e| frqwhpsrudu| vwdwlvwlfldqv1 Iru d
glvfxvvlrq ri wkh uhfhlsw ri wkh Wuhdwlvh e| klv frqwhpsrudulhv vhh Vnlghovn| +4<;6/ ss 5550
556,1 Wkh whup cdqlpdo vslulwv* dsshduv lq Wkh Jhqhudo Wkhru| +Nh|qhv/ 4<69/ Fk1 45 sdu1
YLL,1
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Ilqdoo|/ wkhuh lv wkh frqfhsw ri wuxvw zklfk lv xvhg lq d vwdqgdug zd| wr
phdq wkdw zh doo pdnh fkrlfhv edvhg rq eholhiv derxw wkh zd| rwkhuv zloo dfw lq
wkh ixwxuh1 Wkh sulqflsdo zd| lq zklfk wuxvw hqwhuv wkh qduudwlyh lv zkhq Nlqj
ghvfulehv wkhrulhv ri prqh| lq Fkdswhu 51
Fkdswhuv 4 wkurxjk < frqvlvw ri dq lqwhuzryhq vhw ri wkuhh wkhphv1 Iluvw/
wkhuh lv d ghvfulswlrq ri hfrqrplf klvwru| dqg wkh hyroxwlrq ri lqvwlwxwlrqv1 Khuh/
L lqfoxgh Nlqj*v lqwhusuhwdwlrq ri wkh 533; qdqfldo fulvlv dqg krz kh shufhlyhv
klv rzq uroh lq wkh zd| wkdw fulvlv zdv kdqgohg1 Vhfrqg/ wkhuh duh d qxpehu ri
sdvvdjhv wkdw ghvfuleh hfrqrplf wkhrulhv ri prqh|/ edqnlqj dqgpdfurhfrqrplfv
wr wkh jhqhudo uhdghu1 Wklug/ wkhuh lv Phuy|q Nlqj*v suhvfulswlrq iru zkdw qhhgv
wr eh grqh wr suhyhqw wkh qh{w qdqfldo fulvlv zklfk kh vhhv dv lqhylwdeoh1 L irxqg
Nlqj*v ylhzv rq ixwxuh srolf| wr eh wkh prvw lqwhuhvwlqj ri wkhvh wkuhh wkhphv1
6 Wkh Fulvlv Qduudwlyh
Zkdw zhqw zurqj zlwk wkh zruog qdqfldo v|vwhp lq 533;B Qr errn derxw
wkh ixwxuh ri wkh joredo hfrqrp| zrxog eh frpsohwh zlwkrxw dq dqvzhu wr wkdw
txhvwlrq1 Phuy|q Nlqj*v h{sodqdwlrq lv d uhodwlyho| frqyhqwlrqdo dffrxqw ri
hyhqwv wkdw suhfhghg wkh froodsvh ri wkh XN exloglqj vrflhw|/ Qruwkhuq Urfn/ lq
Vhswhpehu ri 533: dqg wkh vxevhtxhqw idloxuh ri Ohkpdq Eurwkhuv d |hdu odwhu
lq wkh Xqlwhg Vwdwhv1
Dffruglqj wr Nlqj/ wkh vwru| ehjlqv zlwk d joredo vdylqjv lpedodqfh wkdw
lv frqqhfwhg zlwk wkh jurzwk ri Fklqd1 Wudglwlrqdoo|/ Fklqhvh shdvdqwv uholhg
rq wkh idplo| wr surylgh iru wkhlu vhfxulw| lq rog djh1 Wkh rqh0fklog srolf|/
lqwurgxfhg lq 4<:</ phdqw wkdw Fklqhvh zrunhuv frxog qr orqjhu uho| rq wkhlu
fkloguhq dqg judqgfkloguhq iru vxssruw dqg/ lq wkh devhqfh ri dghtxdwh vwdwh
shqvlrqv/ wkrvh zrunhuv ehjdq wr vdyh khdylo|1 Fklqhvh sulydwh vdylqjv udwhv
lqfuhdvhg iurp 90:( JGS lq 4<:; wr dq dyhudjh wkdw kryhuhg ehwzhhq 67 dqg
86( ryhu wkh sdvw wkluw| |hduv18 Frxsohg zlwk uhdo dqqxdo Fklqhvh jurzwk deryh
;( iru doprvw wkuhh ghfdghv/ X1V1 pdunhwv h{shulhqfhg dq lq rz ri fdslwdo wkdw
ghsuhvvhg orqj0whup uhdo lqwhuhvw udwhv1 Lq Nlqj*v qduudwlyh/ wkdw fdslwdo  rzhg
wkurxjk X1V1 qdqfldo lqvwlwxwlrqv dqg frqwulexwhg wr d elj lqfuhdvh lq wkh vl}h
ri edqn edodqfh vkhhwv1
Dv hyhu odujhu  rzv ri vdylqjv pryhg wkurxjk wkh edqnlqj v|vwhp/ wzr idf0
wruv fdxvhg d iudjlolw| lq wkh htxloleulxp ehwzhhq eruurzhuv dqg ohqghuv wkdw
zrxog hyhqwxdoo| ohdg wr froodsvh1 Wkh uvw zdv ghuhjxodwlrq ri qdqfldo pdu0
nhwv/ ixhohg e| iuhh0pdunhw hfrqrplf lghdv wkdw hpdqdwhg iurp wkh Xqlyhuvlw|
ri Fklfdjr1 Wkh vhfrqg zdv wkh uhdfk iru |lhog> wkh lghd wkdw lq wkh suhvhqfh ri
idoolqj orqj0whup uhdo lqwhuhvw udwhv/ lw ehfdph qhfhvvdu| wr wdnh hyhu lqfuhdvlqj
ulvnv wr hduq wkh vdph uhwxuq1
Lq wkh Xqlwhg Vwdwhv/ wkh 4<63*v Jodvv0Vwhdjdoo Dfw wkdw kdg vhsdudwhg frp0
phufldo dqg lqyhvwphqw edqnlqj zdv uhshdohg lq 4<<< zlwk wkh sdvvdjh ri wkh
Judpp0Ohdfk0Eoloh| Dfw1 Wkh uhshdo ri Jodvv0Vwhdjdoo zdv iroorzhg e| dq h{0
sorvlrq ri qhz qdqfldo lqvwuxphqwv dv qrq0edqn qdqfldo lqwhuphgldulhv vrxjkw
8\dqj hw do1 +5344/ ss1 809,1
6
wr hpxodwh wkh pdwxulw| wudqvirupdwlrqv wkdw zhuh wudglwlrqdoo| wkh suhvhuyh ri
edqnv1 Lw dovr ohg wr frpphufldo edqnv h{whqglqj wkhlu ohqglqj dfwlylwlhv wr hyhu
ulvnlhu ordqv xvlqj ixqgv wkdw zhuh vxemhfw wr jryhuqphqw jxdudqwhhv1 Lq wkh
Nlqj qduudwlyh/ wklv zdv dq h{dpsoh ri glvhtxloleulxp wkdw zdv qrw jrlqj wr hqg
zhoo1
Jlyhq wkdw wkh lqhylwdelolw| ri dq hyhqwxdo fulvlv zdv reylrxv wr pdq| hfrqr0
plvwv dqg srolf| pdnhuv/ lqfoxglqj Phuy|q Nlqj klpvhoi/ Nlqj dvnv wkuhh txhv0
wlrqv19 Zk| glgq*w zh vhh lw frplqjB Zk| kdyhq*w zh grqh pruh wr { lwB Dqg/
zk| lv wkh zruog vwloo vxhulqj iurp orz jurzwk/ lq dwhg fhqwudo edqn edodqfh
vkhhwv dqg klvwrulfdoo| orz uhdo udwhvB Wkh uhvw ri wkh errn od|v rxw Nlqj*v
dqvzhuv wr wkhvh txhvwlrqv1
Wkh dqvzhu wr wkh uvw txhvwlrq frphv lq Fkdswhu ; zkhuh Nlqj suhvhqwv
d frxqwhuidfwxdo dqdo|vlv/ dssurylqjo| txrwlqj klv suhghfhvvru/ Hgglh Jhrujh/
zkr zdv Jryhuqru ri wkh Edqn ri Hqjodqg iurp 4<<6 wkurxjk 5336/
Vr lq hhfw zh kdyh wdnhq wkh ylhz wkdw xqedodqfhg jurzwk lq
rxu suhvhqw vlwxdwlrq lv ehwwhu wkdq qr jurzwk/ +Nlqj/ 5349/ ss1 663,
Dqg lq Nlqj*v rzq zrugv
Vkrxog srolf| kdyh huuhg rq wkh vlgh ri vorzhu jurzwk dqg xqghu0
vkrrwlqj ri wkh lq dwlrq wdujhw lq rughu wr uhgxfh wkh ulvn ri d ghvwd0
elolvlqj fruuhfwlrq odwhuB Wkh dowhuqdwlyh srolf| zrxog kdyh ehhq
wr nhhs lqwhuhvw udwhv kljkhu lq wkh krsh wkdw d vorzlqj ri grphv0
wlf ghpdqg zrxog fkdqjh wkh qduudwlyh gulylqj vshqglqj ghflvlrqv1
Dvvhw sulfhv/ ghew dqg edqn ohyhudjh pljkw kdyh ulvhq e| vrphzkdw
ohvv1 Dq| vxfk dowhuqdwlyh sdwk iru wkh hfrqrp| zrxog kdyh lpsolhg
uhfhvvlrq dqg xqhpsor|phqw/ dv zhoo dv lq dwlrq ehorz wkh wdujhw1
+Nlqj/ 5349/ ss1 663,1
Lq rwkhu zrugv/ wkh Edqn ri Hqjodqg*v Prqhwdu| Srolf| Frpplwwhh +PSF,
pdgh wkh frqvflrxv fkrlfh/ lq wkh zrugv ri suhylrxv Ihg Fkdlupdq Zlooldp
PfFkhvqh| Pduwlq/ qrw wr rughu wkh sxqfk erzo uhpryhg mxvw zkhq wkh sduw|
zdv zduplqj xs%1:
L zloo wxuq wr Nlqj*v dqvzhuv wr wkh rwkhu wzr txhvwlrqv lq wkh iroorzlqj
vhfwlrqv1
7 Wkh Uroh ri Udglfdo Xqfhuwdlqw|
L vshqw d |hdu dw wkh Edqn ri Hqjodqg lq 5346 dv Vhqlru Krxeorq Qrupdq Ihoorz
dqg/ dw wkdw wlph/ L kdg wkh fkdqfh wr dvn wkhq Jryhuqru Nlqj derxw klv ylhzv
lq shuvrq1 Diwhu d eulhi glvfxvvlrq ri p| rzq zrun/ L frpplwwhg wkh yhqldo vlq
ri vxjjhvwlqj wkdw wkh Edqn ri Hqjodqg kdg ehfrph d edvwlrq ri Qhz Nh|qhvldq
9Nlqj +5349/ ss1 6<,1
:Wklv riwhq flwhg txrwh frphv iurp d vshhfk gholyhug e| PfFkhvqh| Pduwlq wr d jurxs ri
Qhz \run Lqyhvwphqw Edqnhuv lq 4<88 +Pduwlq/ 4<88/ ss1 45,1
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hfrqrplvwv1 Dowkrxjk wkh uhvhdufk ghsduwphqw dw wkh Edqn lv zhoo vwrfnhg zlwk
uhfhqw Sk1G1v zkr duh yhuvhg lq wkh phfkdqlfv ri G|qdplf Vwrfkdvwlf Jhqhudo
Htxloleulxp +GVJH, prghov/ lw zdv pdgh yhu| fohdu wr ph wkdw wklv lv qrw
wkh wklqnlqj wkdw jxlghg Jryhuqru Nlqj*v ghflvlrqv1 Vr zkdw glg jxlgh wkrvh
ghflvlrqvB
Lq klv pdjlvwhuldo vxppdu| ri exvlqhvv f|foh wkhru|/ Jrwwiulhg Kdehuohu gl0
ylghg exvlqhvv f|foh wkhrulhv lqwr wzr nlqgv= prqhwdu| dqg uhdo wkhrulhv ri wkh
f|foh1; Nlqj frphv grzq upo| rq wkh prqhwdu| vlgh1 Lq klv ylhz/ prqh| lv
d sduwldo vroxwlrq wr wkh sureohp ri frslqj zlwk udglfdo xqfhuwdlqw|1 Wkh lqvlv0
whqfh ri wkh lpsruwdqfh ri udglfdo xqfhuwdlqw| fdq eh wudfhg wr Nlqj*v whdfkhuv
dw Fdpeulgjh/ Mrdq Urelqvrq dqg Ulfkdug Ndkq/ qhlwkhu ri zkrp zdv d idq
ri wkh lqwhoohfwxdo ghyhorsphqw ri wkh pdfurhfrqrplfv wkdw sdvvhg iru cNh|qh0
vldqlvp* lq Fdpeulgjh Pdvvdfkxvhwwv lq wkh 4<83*v dqg wkdw Urelqvrq idprxvo|
uhihuuhg wr dv cedvwdug Nh|qhvldqlvp*1< Wkh eudqfk ri hfrqrplf wkrxjkw wkdw
od|v vwuhvv rq udglfdo xqfhuwdlqw| vxuylyhg lq wkh olwhudwxuh rq Srvw0Nh|qhvldq
hfrqrplfv/ dqg lw lv uhiuhvklqj wr vhh wkdw wkdw eudqfk ri Nh|qhvldq wkrxjkw
zdv dovr dq lpsruwdqw lq xhqfh rq wkh pdnlqj ri XN prqhwdu| srolf| xqghu
Nlqj*v jryhuqruvkls1
Xqvxusulvlqjo|/ jlyhq klv lqwhoohfwxdo edfnjurxqg/ Nlqj lv qrw d idq ri wkh
prghuq ghyhorsphqwv ri Nh|qhvldq hfrqrplfv wkdw lqfrusrudwh udwlrqdo h{shf0
wdwlrqv1 Kh uhmhfwv wkh udwlrqdo h{shfwdwlrqv dvvxpswlrq rq wkh jurxqgv wkdw
udwlrqdo h{shfwdwlrqv wkhrulhv dvvxph dq lqfuhgleoh ghjuhh ri frpprq nqrzo0
hgjh1 Wr xvh Nqljkw*v glvwlqfwlrq/ udwlrqdo h{shfwdwlrqv lv d wkhru| ri ulvn dv
rssrvhg wr xqfhuwdlqw|143 Lq uhdolw|/ wkh ixwxuh lv erwk xqnqrzq dqg xqnqrzdeoh
dqg d wkhru| zklfk dvvhuwv wkdw kxpdq ehlqjv pdnh udwlrqdo ghflvlrqv edvhg rq
wkh nqrzq suredelolw| glvwulexwlrq ri ixwxuh hyhqwv lv erxqg wr ohdg xv dvwud|1
Xqghu udglfdo xqfhuwdlqw|/ lqyhvwruv pdnh mxgjhphqwv/ shukdsv
edvhg rq d frslqj vwudwhj|/ dqg zlwk wkh ehqhw ri klqgvljkw wkhvh
duh vrphwlphv ghvfulehg dv cplvwdnhv*1 Exw eholhiv fkdqjh/ dqg zkr
lv wr nqrz zklfk eholhiv duh fruuhfwB +Nlqj/ 5349/ ss1 487,1
Zkr fdq glvdjuhh zlwk wkdwB Exw li h{shfwdwlrqv duh qrw udwlrqdo/ krz
vkrxog zh prgho ghflvlrq pdnlqj xqghu xqfhuwdlqw|B Rqh srsxodu uhfhqw ds0
surdfk lv edvhg rq ehkdylrudo hfrqrplfv1 Wklv lv d vhw ri wkhrulhv wkdw uhmhfw
qduurz frqfhswv ri udwlrqdo ehkdylru1 Wkh dzdug ri wkh Qreho Sul}h lq 5335 wr
Gdqlho Ndkqhpdq dqg Dprv Wyhuvn| iru wkhlu zrun rq Survshfw Wkhru| zdv
d kxjh lpshwxv wr ehkdylrudo hfrqrplfv dqg lw kdv ehhq zlgho| wudqvodwhg wr
wkh srsxodu lpdjlqdwlrq zlwk wkh sxeolfdwlrq ri wkh ehvw vhoolqj errnv Qxgjh/
e| Fdvv Vxqvwhlq dqg Ulfkdug Wkdohu dqg Dqlpdo Vslulwv/ e| Jhrujh Dnhuori
dqg Urehuw Vkloohu144 Dffruglqj wr wkh ehkdylrudo fulwltxh ri qhrfodvvlfdo wkh0
ru|/ kxpdq ehlqjv gr qrw pd{lpl}h h{shfwhg xwlolw|= wkh| duh pruh frpsoh{
;Kdehuohu +4<6:,1
<Urelqvrq +4<:;/ ss1 589,1
43Nqljkw +4<54,1
44Ndkqhpdq dqg Wyhuvn| +4<:<,/ Vxqvwhlq dqg Wkdohu +533<,/ Dnhuori dqg Vkloohu +533<,1
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fuhdwxuhv zkr vxhu iurp uhjuhw/ frqupdwlrq eldv/ dqg orvv dyhuvlrq1 Shukdsv
pruh vxusulvlqjo|/ Nlqj lv dovr glvplvvlyh ri wklv dssurdfk1 Lq d sdvvdjh wkdw L
djuhh zlwk vwurqjo|/ kh dvvhuwv wkdw/
Wkh gdqjhu lq wkh dvvxpswlrq ri ehkdylrxudo hfrqrplfv wkdw shr0
soh duh lqwulqvlfdoo| luudwlrqdo lv wkdw lw ohdgv wr wkh ylhz wkdw jryhuq0
phqwv vkrxog lqwhuyhqh wr fruuhfw celdvhv* lq lqglylgxdo ghflvlrqv ru
wr cqxgjh* wkhp wrzdugv rswlpdo rxwfrphv1 Exw zk| gr zh ihho deoh
wr fodvvli| ehkdylrxu dv luudwlrqdoB Duh srolf|0pdnhuv pruh udwlrqdo
wkdq wkh yrwhuv zkrvh ehkdylrxu wkh| zlvk wr prgli|B +Nlqj/ 5349/
ss1 466,
Nlqj lv fohduo| qrw d idq ri Wkdohu dqg Vxqvwhlq*v dujxphqwv lq Qxgjh ru Dn0
huori dqg Vkloohu*v fdoov lq Dqlpdo Vslulwv iru sxeolf srolflhv wr fruuhfw luudwlrqdo
sulydwh plvwdnhv1 Li kxpdq ehlqjv/ dfwlqj doehlw rq lqfrpsohwh lqirupdwlrq/
pdnh plvwdnhv> zkr zloo vhw wkhp vwudljkwB Shukdsv lw lv d frpplwwhh ri h{0
shuwv fkrvhq e| srolwlfldqv iru wkhlu nqrzohgjh dqg zlvgrpB Ru shukdsv/ dv
lq suhylrxv fhqwxulhv/ lw lv wkh fkxufkB Nlqj uhmhfwv wklv ylhz/ uljkwo| lq p|
rslqlrq/ rq wkh jurxqgv wkdw lw ohdgv grzq d gdqjhurxv sdwk wr sdwhuqdolvp145
Lqglylgxdov duh qrw luudwlrqdo/ wkh| duh vlpso| dfwlqj rq lqfrpsohwh nqrzohgjh/
d vlwxdwlrq wkdw lv vkduhg e| srolf|0pdnhuv lq qdwlrqdo wuhdvxulhv dqg fhqwudo
edqnv1 Lq Nlqj*v zrugv/
Wkh sureohp zlwk ehkdylrxudo hfrqrplfv lv wkdw lw grhv qrw frq0
iurqw wkh ghhs txhvwlrq ri zkdw lw phdqv wr eh udwlrqdo zkhq wkh
dvvxpswlrqv ri wkh wudglwlrqdo rswlplvlqj prgho idlo wr krog1 Lqgl0
ylgxdov duh qrw frpshoohg wr eh gulyhq e| lpsxovhv/ exw qru duh wkh|
olylqj lq d zruog iru zklfk wkhuh lv d vlqjoh rswlplvlqj vroxwlrq wr
hdfk sureohp1 Li zh gr qrw nqrz krz wkh zruog zrunv/ wkhuh lv qr
xqltxh uljkw dqvzhu/ rqo| d sureohp ri frslqj zlwk wkh xqnqrzq1
D glhuhqw zd| ri wklqnlqj derxw ehkdylrxu dv qhlwkhu luudwlrqdo
qru wkh surgxfw ri d frqvwudlqhg rswlplvdwlrq sureohp lv/ L eholhyh/
khosixo lq xqghuvwdqglqj zkdw kdsshqhg erwk ehiruh dqg diwhu wkh
fulvlv1 Lq rwkhu zrugv/ zh qhhg dq dowhuqdwlyh wr erwk rswlplvlqj
ehkdylrxu dqg ehkdylrxudo hfrqrplfv1 +Nlqj/ 5349/ ss1 487,1
Nlqj*v uhsodfhphqw iru udwlrqdo h{shfwdwlrqv lv d frslqj vwudwhj|1 Wklv kdv
wkuhh hohphqwv1 Iluvw wkh ghflvlrq pdnhu qhhgv d fdwhjrul}dwlrq wr fodvvli| sure0
ohpv lqwr wkrvh wkdw fdq eh vroyhg wkurxjk rswlpl}dwlrq dqg wkrvh wkdw fdqqrw1
Vhfrqg/ wr pdnh d ghflvlrq wkdw lv qrw dphqdeoh wr rswlpl}dwlrq/ wkh ghflvlrq
pdnhu qhhgv d vhw ri uxohv ri wkxpe1 Dqg qdoo|/ wkh ghflvlrq pdnhu qhhgv d
qduudwlyh/ wkdw lv/
d vwru| wkdw lqwhjudwhv wkh prvw lpsruwdqw slhfhv ri lqirupdwlrq
lq rughu wr surylgh d edvlv iru fkrrvlqj wkh khxulvwlf dqg wkh prwlyhv
iru d ghflvlrq1 +Nlqj/ 5349/ ss1 469,1
45 Vhh p| uhylhz ri Dnhuori dqg Vkloohu*v errn/ Dqlpdo Vslulwv/ zkhuh L pdnh wkh vdph srlqw
+Iduphu/ 533</ ss1 68:,1
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Dowkrxjk Nlqj uljkwo| glvplvvhv wkh sdwhuqdolvwlf dujxphqwv ri ehkdylrxudo
hfrqrplvwv/ klv ghvfulswlrq ri d frslqj vwudwhj| grhv qrw vhhp idu uhpryhg
iurp wkh qrwlrq ri vwrulhv dv hslghplfv wkdw Urehuw Vkloohu h{srxqghg lq klv
534: Suhvlghqwldo dgguhvv wr wkh Dphulfdq Hfrqrplfv Dvvrfldwlrq146 Pdq|
ehkdylrudo hfrqrplvwv zrxog/ L eholhyh/ eh zloolqj wr hpeudfh Nlqj dv rqh ri
wkhlu rzq1
8 Wkh Uroh ri Prqh| lq d Zruog ri Udglfdo Xq0
fhuwdlqw|
Wkh udwlrqdo h{shfwdwlrqv dssurdfk wr pdfurhfrqrplfv wkdw grplqdwhg wkh
ylhzv ri dfdghplfv iru wkh sdvw iruw| |hduv dvvxphv wkdw hfrqrplf dfwruv duh
deoh wr wudgh d frpsohwh vhw ri vhfxulwlhv/ lqgh{hg wr hyhu| frqfhlydeoh ixwxuh
hyhqw1 Phuy|q Nlqj glvplvvhv wklv frqfhswlrq dv dq xquhdolvwlf idlu| wdoh1 Lw
lv lqihdvleoh wr zulwh frqwudfwv frqwlqjhqw rq hyhqwv wkdw zh fdqqrw dqwlflsdwh1
Qhyhuwkhohvv/ pdq| ri xv irup eholhiv derxw srvvleoh ixwxuhv dqg/ zkhq rxu eh0
olhiv duh lq frq lfw/ zh wdnh ehwv rq wkrvh ylhzv e| wudglqj lq qdqfldo pdunhwv1
Lqwhuhvwlqjo|/ Nlqj dujxhv wkdw wkh h{lvwhqfh ri pruh frpsoh{ qdqfldo pdu0
nhwv pd| dpsoli|/ udwkhu wkdq gdpshq/  xfwxdwlrqv1 Vxssrvh wkdw L krog wkh
up eholhi wkdw wkh vwrfn pdunhw zloo lqfuhdvh e| 83( qh{w |hdu1 \rx krog wkh
htxdoo| up eholhi wkdw lw zloo fudvk1 Wkhuh lv fohduo| urrp iru xv wr wudgh zlwk
hdfk rwkhu edvhg rq rxu frqylfwlrqv1 Dqg vlqfh |rx dqg L erwk eholhyh wkdw
zh duh sod|lqj wkh rwkhu iru d irro/ zh erwk ihho zhdowklhu rqfh zh kdyh wudghg
frqwudfwv1 Dfwlqj rq rxu shufhswlrq ri lqfuhdvhg ixwxuh zhdowk/ zh pd| erwk
ghflgh wr vshqg pruh wrgd| dqg/ e| dfwlqj rq wkdw eholhi/ fuhdwh d errp1 Exw
ehfdxvh zh fdqqrw erwk eh uljkw/ wkdw errp zloo fduu| wkh vhhgv ri lwv rzq
froodsvh1
Nlqj vhhv prqh| dv d zd| ri ghdolqj zlwk wkh vkliwlqj qduudwlyhv ri kxpdq
ehkdylru1 Lq wkh devhqfh ri d frpsohwh vhw ri ixwxuhv pdunhwv/ lqglylgxdo wudghuv
wxuq wr wkh pdunhw pdnhuv zkr
111rhu wkh rssruwxqlw| wr wudqvdfw lpphgldwho| rqfh d ghflvlrq
wr ex| ru vhoo kdv ehhq wdnhq1 Pdq| qdqfldo fhqwuhv erdvw wkdw wkhlu
pdunhwv duh cghhs dqg oltxlg*1 E| wkdw wkh| phdq wkdw lqyhvwruv fdq
txlfno| vhoo wkhlu qdqfldo dvvhwv/ zlwk rqo| d yhu| vpdoo uhgxfwlrq/
li dq|/ lq wkhlu sulfhv/ lq rughu wr rewdlq prqh|1 +Nlqj/ 5349/ ss1
47<,1
Exw/ dffruglqj wr Phuy|q Nlqj/ oltxlglw| lv dq looxvlrq1
111 lq d fdslwdolvw hfrqrp|/ prqh|/ edqnlqj dqg qdqfldo pdunhwv
duh lqvwlwxwlrqv wkdw kdyh hyroyhg wr surylgh d zd| ri frslqj zlwk
dq xqsuhglfwdeoh ixwxuh1 Wkh| duh wkh uhdo0zruog vxevwlwxwh iru wkh
hfrqrplf wkhrulvw*v frqfhsw ri d judqg dxfwlrq1
46 Vkloohu +534:,1
:
111 Prqh| jlyhv xv wkh delolw| wr h{fkdqjh oderxu wrgd| iru jhq0
hudol}hg sxufkdvlqj srzhu lq wkh ixwxuh1 111 ^lw` lv qrw mxvw d phdqv ri
ex|lqj cvwx* exw d zd| ri ghdolqj zlwk dq xqfhuwdlq ixwxuh1 +Nlqj/
5349/ ss1 488,1
Wkh looxvlrq/ iru Nlqj/ lv wkdw wkh ydoxh wkdw kdv ehhq fuhdwhg iurp wuxvw
fdq glvdsshdu ryhuqljkw zkhq wkdw wuxvw hydsrudwhv1 Wklv frqfhswlrq ri wkh
lpsruwdqfh ri udglfdo xqfhuwdlqw| lqirupv Nlqj*v ylhz ri qdqfldo pdunhwv1
Lq p| rzq uhvhdufk L kdyh vkrzq wkdw wkhuh lv lqirupdwlrq lq wkh qdqfldo
pdunhwv wkdw khosv suhglfw wkh ixwxuh ydoxh ri wkh xqhpsor|phqw udwh147 Xv0
lqj d whup frlqhg e| Folyh Judqjhu/ d vwdwlvwlfldq zrxog vd| wkh vwrfn pdunhw
Judqjhu fdxvhv wkh xqhpsor|phqw udwh148 Judqjhu fdxvdolw| lv qhfhvvdu|/ exw
qrw vx!flhqw/ wr hvwdeolvk d fdxvdo fkdlq iurp rqh hyhqw wkdw suhfhghv dqrwkhu1
Grhv wkh vwrfn pdunhw fdxvh xqhpsor|phqw ehfdxvh dvvhw sulfhv duh gulyhq e|
udwlrqdo eholhiv ri ixwxuh ixqgdphqwdovB L zloo fdoo wklv wkh ixqgdphqwdo ylhz ri
wkh vwrfn pdunhw1 Ru duh dvvhw sulfhv gulyhq e| vkliwlqj qduudwlyhv wkdw fdxvh
fkdqjhv lq ixwxuh hfrqrplf dfwlylw|> L zloo fdoo wklv wkh cdqlpdo vslulwv ylhz*1 Lq
p| errn Survshulw| iru Doo/ L surylgh wzr dqdorjlhv zlwk hyhu|gd| vlwxdwlrqv wr
h{sodlq wkh glvwlqfwlrq ehwzhhq wkhvh ylhzv149
Dffruglqj wr wkh ixqgdphqwdo ylhz ri wkh vwrfn pdunhw/ dvvhw sulfhv duh olnh
d zhdwkhu iruhfdvw1 Li d zhdwkhu iruhfdvwhu rq wkh hyhqlqj qhzv whoov |rx wkdw
lw zloo udlq wrpruurz/ |rx zrxog eh zhoo dgylvhg wr fduu| dq xpeuhood lq wkh
pruqlqj1 D jryhuqphqw djhqf| zrxog eh irrolvk li wkh| wulhg wr pdqlsxodwh wkh
zhdwkhu e| lqwhuihulqj zlwk wkh zhdwkhu iruhfdvw1
Wkh dqlpdo vslulwv ylhz ri wkh pdunhw lv forvhu wr d glhuhqw vlwxdwlrq wkdw
L dp doo wrr idploldu zlwk iurp p| shuvshfwlyh lq Vrxwkhuq Fdoliruqld1 Li d
vprnhu gursv d oljkwhg fljduhwwh lq d wlqghu gu| iruhvw wkh rxwfrph zloo eh d
ghydvwdwlqj iruhvw uh1 Wkh hyhqw ri gursslqj wkh fljduhwwh suhfhghv wkh iruhvw
uh dqg khuh/ lw lv d wuxo| fdxvdo hyhqw1 E| suhyhqwlqj shrsoh iurp vprnlqj lq
iruhvwv/ jryhuqphqw lqwhuyhqwlrq fdq khos wr suhyhqw iruhvw uhv1
P| rzq ylhz lv wkdw wkh vwrfn pdunhw lv olnh wkh iruhvw uh1 Dv d frqvhtxhqfh
ri vkliwlqj qduudwlyhv ri wkh ixwxuh/ lqglylgxdo wudghuv uhydoxh dvvhwv dqg d elj
uhydoxdwlrq pd| fdxvh oltxlglw| wr glvdsshdu ryhuqljkw1 Wkh glvdsshdudqfh ri
oltxlglw| dqg wkh dffrpsdq|lqj idoo lq zhdowk/ fdq fdxvh d vxevhtxhqw uhfhvvlrq1
Nlqj dovr frphv grzq rq wkh dqlpdo vslulwv vlgh ri wklv ghedwh dqg kh dujxhv
wkdw
111vwrfn sulfhv pryh durxqg ehfdxvh lqyhvwruv duh wu|lqj wr frsh
zlwk dq xqnqrzdeoh ixwxuh1 Wkhlu mxgjhphqwv derxw ixwxuh surwv
fdq eh kljko| xqvwdeoh1 Wklv lqvwdelolw| lv ixqgdphqwdo wr d fdslwdolvw
hfrqrp|1 +Nlqj/ 5349/ ss1 465,1
Zkhq lqyhvwruv orvh frqghqfh lq wkh delolw| ri dvvhwv wr uhwdlq ydoxh/ wkh
looxvlrq ri oltxlglw| pd| glvdsshdu ryhuqljkw1 Wkdw ohdgv wr d fhqwudo txhvwlrq ri
47Iduphu +5345e/ 5348,1
48Judqjhu +4<9</ 4<;3,1
49Iduphu +5349/ ss1 4360437,1
;
wkh errn14: Krz fdq zh ghvljq lqvwlwxwlrqv wkdw pdqdjh udglfdo xqfhuwdlqw| lq
d zd| wkdw suhyhqwv wkh kxpdq plvhu| wkdw dffrpsdqlhv hyhqwv olnh wkh Juhdw
Ghsuhvvlrq ri wkh 4<63v/ wkh Juhdw Vwdj dwlrq ri wkh 4<:3v dqg/ prvw uhfhqwo|/
wkh Juhdw Uhfhvvlrq ri 533; dqg lwv diwhupdwkB
9 Zkdw Frpphufldo Edqnv Gr
Dffruglqj wr d srsxodu qduudwlyh wkdw Phuy|q Nlqj vxevfulehv wr/ d qdqfldo
fulvlv lv frqqhfwhg wr wkh uroh ri edqnv dv lqvwlwxwlrqv wkdw frqyhuw orqj whup
looltxlg lqyhvwphqwv lqwr vkruw whup oltxlg ixqgv wkdw duh dydlodeoh rq ghpdqg1
Lq hfrqrplf mdujrq/ frpphufldo edqnv hqjdjh lq d pdwxulw| wudqvirupdwlrq1 Lw
lv wklv wudqvirupdwlrq wkdw lqirupv wkh wlwoh ri Nlqj*v errn1 Olnh dofkhplvwv zkr
vrxjkw wr wudqvirup edvh phwdov lqwr jrog/ edqnv wudqvirup krxvhv/ idfwrulhv dqg
pdfklqhv zlwk xqnqrzq ru txhvwlrqdeoh ydoxh lqwr vkruw whup sxufkdvlqj srzhu/
dffhswdeoh wr doo dv d phdqv ri h{fkdqjh1
Li |rx fkrrvh wr lqyhvw |rxu zhdowk lq wkh vwrfn pdunhw e| sxufkdvlqj vkduhv
lq/ iru h{dpsoh/ H{rq Prelo/ |rxu vkduhv pd| ru pd| qrw kdyh ydoxh lq wkh
ixwxuh1 Wkdw ghshqgv rq wkh ydjdulhv ri wkh rlo pdunhw1 Lw dovr ghshqgv rq zkdw
rwkhu shrsoh wklqn ri wkh ixwxuh rssruwxqlwlhv iru H{rq Prelo wr pdnh d surw1
D sruwirolr ri ulvn| orqj whup lqyhvwphqwv pd| eh d jrrg zd| ri dffxpxodwlqj
zhdowk iru |rxu uhwluhphqw1 Lw lv d yhu| edg zd| ri kroglqj |rxu zhdowk li |rx duh
olnho| wr qhhg prqh| lq wkh qhdu ixwxuh1 Li |rx zdon lqwr d fdu vkrzurrp dqg wu|
wr sxufkdvh d qhz Krqgd Dffrug e| rhulqj vkduhv lq H{rq Prelo lq h{fkdqjh/
|rx duh xqolnho| wr phhw zlwk vxffhvv1 Fodlpv wr orqj0whup ulvn| lqfrph vwuhdpv
duh qrw h!flhqw zd|v ri qhjrwldwlqj hyhu|gd| sxufkdvhv ehfdxvh wkhlu ydoxh lv
xqfhuwdlq1
Edqnv/ vdylqjv dqg ordq lqvwlwxwlrqv dqg wkhlu XN frxqwhusduwv/ exloglqj
vrflhwlhv/ wxuq krxvhv/ idfwrulhv dqg pdfklqhv lqwr sdshu prqh| e| eruurzlqj
vkruw0whup ixqgv dqg ohqglqj wkrvh ixqgv orqj0whup1 Wkh oldelolw| vlgh ri d
edqn edodqfh vkhhw frqvlvwv ri kljko| oltxlg fkhfnlqj ru ghsrvlw dffrxqwv wkdw
fdq eh xvhg iru wudqvdfwlrq sxusrvhv1 Wkh dvvhw vlgh frqvlvwv ri d vpdoo uhvhuyh
ri fdvk dqg d odujh txdqwlw| ri looltxlg ordqv wr frpsdqlhv dqg krxvhkrogv wkdw
duh w|slfdoo| froodwhudol}hg e| pruwjdjhv ru olhqv rq rwkhu irupv ri surshuw|1
E| gudzlqj fkhfnv ru pdnlqj hohfwurqlf wudqvdfwlrqv wkdw wudqvihu rzqhuvkls ri
edqn oldelolwlhv/ wkh edqn kdv hhfwlyho| wxuqhg dvvhwv wkdw duh/ wr wkh fxvwrphu/
ri xqnqrzq txdolw|/ lqwr prqh|1 Exw krz grhv wkh edqn nqrz wkdw wkh dvvhwv
lw rzqv duh vrxqgB
Wudglwlrqdoo|/ XN exloglqj vrflhwlhv exlow uhodwlrqvklsv zlwk wkhlu fxvwrphuv
dqg ohqw prqh| rqo| wr wkrvh shrsoh wkdw wkh| wuxvwhg wr uhsd|1 Wkh dyhudjh
plggoh fodvv ru zrunlqj fodvv shuvrq lq Qhzfdvwoh rq W|qh frxog ylvlw wkhlu
orfdo eudqfk ri Deeh| Qdwlrqdo dqg/ rqfh wkh eudqfk pdqdjhu kdg yhulhg wkhlu
4:Dowkrxjk wkh dqlpdo vslulwv qduudwlyh zloo vrxqg sodxvleoh wr wkrvh zkr hduq wkhlu olylqj
e| wudglqj lq wkh qdqfldo pdunhwv/ lw pd| vxusulvh wkh uhdghu wr ohduq wkdw lw lv lqfrqvlvwhqw
zlwk wkh hfrqrplfv zh kdyh ehhq whdfklqj lq rxu froohjhv dqg xqlyhuvlwlhv iru wkh sdvw 68
|hduv1 Vhh Iduphu +5349/ Fk1 4, iru d ixuwkhu glvfxvvlrq ri wklv srlqw1
<
delolw| wr uhsd|/ wkh fxvwrphu zrxog eh judqwhg d ordq wr sxufkdvh d krxvh1 Wkh
krxvh zrxog dfw dv vhfxulw| iru wkh ordq dqg/ li wkh eruurzhu zhuh wr pdnh wrr
pdq| odwh sd|phqwv/ Deeh| Qdwlrqdo zrxog fdoo lq wkh ordq dqg wdnh srvvhvvlrq
ri wkh krxvh1
Wkh prqh| wr ohqg wr wkh eruurzhuv fdph/ lq sduw/ iurp ruglqdu| shrsoh
zkr ghsrvlwhg wkhlu sd| fkhfnv lqwr fkhfnlqj dffrxqwv1 Wkdw prqh| hqwhuv wkh
frpphufldo edqnlqj v|vwhp lq wkh irup ri uhvhuyhv/ ruljlqdoo| lq wkh irup ri jrog
dqg vloyhu frlqv/ dqg wrgd|/ lq wkh irup ri fodlpv rq wkh fhqwudo edqn1 Exw wkh
uhvhuyhv khog lq fkhfnlqj ru ghsrvlw dffrxqwv zlwk wkh edqn lv qhyhu vx!flhqw
wr fryhu wkh ydoxh ri doo rxwvwdqglqj ordqv wr frpsdqlhv dqg krphrzqhuv1
Frpphufldo edqnv dovr fuhdwh prqh| e| ohqglqj wr krphrzqhuv wkurxjk wkh
vlpxowdqhrxv fuhdwlrq ri dq dvvhw/ wkh ordq wr wkh krphrzqhu/ dqg d oldelolw|/
dq hqwu| lq wkh krphrzqhu*v dffrxqw dw wkh edqn1 Lq d frpshwlwlyh edqnlqj
v|vwhp/ edqnv dqg rwkhu qdqfldo lqvwlwxwlrqv frpshwh iru ixqgv iurp ghsrvlwruv
e| sd|lqj lqwhuhvw rq wkhlu dffrxqwv dqg/ lq d edqnlqj htxloleulxp/ wkh pruwjdjh
lqwhuhvw frplqj lq iurp ordqv lv mxvw vx!flhqw wr fryhu wkh rshudwlqj frvwv ri
wkh edqn dqg wkh lqwhuhvw sdlg rq ghsrvlwv/ w|slfdoo| dw d orzhu udwh1
Wkh fuhdwlrq ri prqh| e| frpphufldo edqnv lv dq h!flhqw zd| ri doorzlqj
wkh ydoxh ri looltxlg dvvhwv> wkh krxvhv/ idfwrulhv dqg pdfklqhv lq dq hfrqrp|/
iurp ehlqj wudghg txlfno| dqg h!flhqwo| dw orz frvw1 Edqnhuv sod| wkh uroh
ri prqlwruv zkr jxdudqwhh wkdw wkh dvvhwv wkh| krog kdyh wkh ydoxh wkdw wkhlu
rzqhuv fodlp wkh| kdyh1 Wklv v|vwhp lv edvhg rq wuxvw dqg/ dv orqj dv wkdw wuxvw
lv pdlqwdlqhg/ lw lv d kljko| hhfwlyh zd| ri surylglqj d phdqv iru dqrq|prxv
wudghv wr wdnh sodfh ehwzhhq shrsoh zkr pd| olyh lq glhuhqw uhjlrqv/ eh ri
glhuhqw edfnjurxqgv/ dqg zkr pd| qhyhu phhw pruh wkdq rqfh lq wkhlu olyhv1
Exw lw lv dovr kljko| iudjloh dqg/ li wkh ghsrvlwruv lq edqnv hyhu orvh wuxvw lq wkh
lqvwlwxwlrqv wkdw krog wkhlu dvvhwv/ d prghuq qdqfldo v|vwhp zloo froodsvh olnh
d krxvh ri fdugv1
: Zkdw Fhqwudo Edqnv Gr
Lq Fkdswhu 8/ Khurhv dqg Yloodlqv Nlqj surylghv d uhodwlyho| frqyhqwlrqdo
dffrxqw ri wkh ghyhorsphqw ri fhqwudo edqnlqj ryhu wkh sdvw frxsoh ri ghfdghv1
Lq dfdghplf flufohv/ wkhuh lv d orqj0vwdqglqj ghedwh ryhu uxohv yhuvxv glvfuh0
wlrq1 Rq wkh uxohv vlgh/ wkhuh duh wkrvh zkr dujxh wkdw d fhqwudo edqn vkrxog
dqqrxqfh d uxoh wkdw lw iroorz lq doo flufxpvwdqfhv wr phhw lwv remhfwlyh1 Mrkq
Wd|oru ri wkh hsrq|prxv Wd|oru Uxoh lv d elj sursrqhqw ri wklv dssurdfk14;
Rq wkh rwkhu vlgh/ wkhuh duh wkrvh olnh Ehq Ehuqdqnh dqg Phuy|q Nlqj
zkr dujxh wkdw fhqwudo edqnhuv pxvw dgdsw wkhlu uhvsrqvhv wr xqfhuwdlq hyhqwv
dqg wkdw qr uhvsrqvh zloo eh wkh fruuhfw rqh lq hyhu| flufxpvwdqfh14< Nlqj*v
srvlwlrq lv/ shukdsv xqvxusulvlqj/ jlyhq klv eholhi wkdw wkh ixwxuh lv fkdudfwhul}hg
e| udglfdo xqfhuwdlqw| dv rssrvhg wr ulvn1 Kh dujxhv wkdw fhqwudo edqnhuv/ olnh
phpehuv ri wkh sxeolf/ dgrsw cfrslqj vwudwhjlhv* wr ghdo zlwk wklv xqfhuwdlqw|1
4;Wd|oru +4<<<,1
4<Ehuqdqnh +5348,1 Nlqj pdnhv wkh vdph srlqw lq +Nlqj/ 5349/ Fk1 8,1
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Vlqfh wkhvh vwudwhjlhv pxvw eh dgdswhg wr fkdqjlqj flufxpvwdqfhv/ qr {hg uxoh
fdq hyhu eh dv hhfwlyh dv wkh glvfuhwlrqdu| dfwlrqv ri d vpduw edqnhu1
Nlqj lv vlploduo| glvplvvlyh ri wkh dujxphqw ohylhg e| d jurxs ri dfdghplf
hfrqrplvwv iru vr0fdoohg ciruzdug jxlgdqfh*1 Wkh pruh h{wuhph yhuvlrq ri wklv
dujxphqw lv ghulyhg iurp wkh lpsolfdwlrqv ri d Qhz0Nh|qhvldq pdfurhfrqrplf
prgho lq zklfk doo ghflvlrqv duh pdgh e| d uhsuhvhqwdwlyh krxvhkrog zlwk vx0
shukxpdq shufhswlrqv ri ixwxuh hyhqwv1 Dffruglqj wr wklv ylhz/ d fhqwudo edqn
vkrxog frpplw wr d ixwxuh sdwk ri lqwhuhvw udwhv dqg dqqrxqfh wkdw sdwk wr wkh
sxeolf1 Dv Nlqj srlqwv rxw/ wkh h{shulphqw zlwk iruzdug jxlgdqfh e| wkh Ihg
dqg odwhu wkh Edqn ri Hqjodqg zdv vkruw0olyhg ehfdxvh wkh frqghqfh wkdw fhq0
wudo edqnv zdqwhg wkh sulydwh vhfwru wr kdyh lq wkhlu iruhfdvwv zdv qrw frqvlvwhqw
zlwk wkh lqkhuhqw ghjuhh ri xqfhuwdlqw| vxuurxqglqj wkrvh iruhfdvwv1
Vr pxfk iru fhqwudo edqnlqj lq qrupdo wlphv1 Zkdw ri wkh fruuhfw uhvsrqvh
ri wkh Fhqwudo Edqn lq wlphv ri fulvlvB Lq uhfhqw ghfdghv/ fhqwudo edqnv kdyh
ehhq fkdujhg zlwk pdlqwdlqlqj d vwdeoh ydoxh iru wkh fxuuhqf|1 Exw wkh| kdyh
orqj sod|hg d vhfrqg uroh1 Zdowhu Edjkhrw/ d qlqhwhhqwk fhqwxu| hfrqrplvw dqg
iruphu hglwru ri wkh Hfrqrplvw Pdjd}lqh/ lq klv lq xhqwldo dqg kljko| uhfrp0
phqghg errn Orpedug Vwuhhw/ uhihuuhg wr wklv uroh dv cohqghu ri odvw uhvruw*153
Fdslwdolvw hfrqrplhv duh wkh prvw vxffhvvixo irup ri zhdowk fuhdwlrq |hw gh0
ylvhg dqg wkh lqvwlwxwlrq ri wkh pdunhw kdv sxoohg pruh kxpdq ehlqjv rxw ri
plvhu| wkdq dq| rwkhu nqrzq irup ri vrfldo rujdql}dwlrq1 Exw wkh ulgh lv qrw
dozd|v d vprrwk rqh dqg hljkwhhqwk dqg qlqhwhhqwk fhqwxu| fdslwdolvp lq wkh
XN zdv vxemhfw wr d vhulhv ri qdqfldo fulvhv/ qrw wkdw glvvlplodu iurp wkh prvw
uhfhqw Juhdw Uhfhvvlrq1 Qlqhwhhqwk fhqwxu| hfrqrplvwv/ qrwdeo| Khqu| Wkruq0
wrq/ uhfrjql}hg wkh uroh ri fuhglw dv d frqwulexwlqj idfwru wr wkh ghyhorsphqw
ri qdqfldo fulvhv dqg wkh| dwwulexwhg d fhqwudo uroh wr wkh Edqn ri Hqjodqg lq
doohyldwlqj wkhp1
Edjkhrw*v dqdo|vlv exlogv rq Wkruqwrq*v zrun dqg dggv wkuhh ruljlqdo wkhphv154
Iluvw/ wkh Edqn ri Hqjodqg vkrxog pdnh wkh sxeolf dzduh/ lq dgydqfh/ wkdw lw
zrxog vwdqg uhdg| wr ohqg lq wlphv ri fulvlv1 Vhfrqg/ ohqglqj vkrxog eh rhuhg
dw d shqdow| udwh lq rughu wr irufh qdqfldo lqvwlwxwlrqv wr uvw h{kdxvw doo dowhu0
qdwlyh vrxufhv ri fuhglw dqg wklug/ Edjkhrw vwlsxodwhg wkdw wkh Edqn vkrxog eh
zloolqj wr ohqg rq hyhu| nlqg ri fxuuhqw vhfxulw|/ ru hyhu| vruw rq zklfk prqh|
lv ruglqdulo| ohqw1 Kh frxqvhohg wkdw/ lq wlphv ri qdqfldo fulvlv/ wkh Fhqwudo
Edqn vkrxog ohqg iuhho| vlqfh
111 qrwklqj fdq pruh vxuho| djjudydwh wkh sdqlf wkdq wr iruelg
wkh Edqn ri Hqjodqg wr ohqg wkdw prqh|1 Mxvw zkhq prqh| lv prvw
vfdufh |rx kdsshq wr kdyh dq xqxvxdoo| odujh ixqg ri wklv sduwlfxodu
vshflhv ri prqh|/ dqg |rx vkrxog ohqg lw dv idvw dv |rx fdq dw vxfk
prphqwv/ iru lw lv uhdg| ohqglqj zklfk fxuhv sdqlfv/ dqg qrq0ohqglqj
ru qljjdugo| ohqglqj zklfk djjudydwhv wkhp1 +Edjkhrw/ 4;:6/ Fk1
53Edjkhrw +4;:6,1
54Pdq| ri Edjkhrw*v lghdv zhuh dqwlflsdwhg e| Khqu| Wkruqwrq1 Dq Hqtxlu| lqwr wkh
Qdwxuh dqg Hhfwv ri wkh Sdshu Fuhglw ri Juhdw Eulwdlq +Wkruqwrq/ 4;35,1 P| frpphqwv lq
wklv sdudjudsk gudz rq Kxpskuh| +4<:8,1
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45/ sdud1 46,
Edjkhrw zdv uhvsrqglqj vshflfdoo| wr wkh h{shulhqfh ri Juhdw Eulwdlq gxulqj
d pdmru sdqlf wkdw rffxuuhg lq 4;581
Wkh uvw sdqlf ri zklfk lw lv qhfhvvdu| khuh wr vshdn/ lv wkdw ri
4;58= 111 ^lq zklfk` 111 wkh Edqn ri Hqjodqg dw uvw dfwhg dv xqzlvho|
dv lw zdv srvvleoh wr dfw1 E| hyhu| phdqv lw wulhg wr uhvwulfw lwv
dgydqfhv1 Wkh uhvhuyh ehlqj yhu| vpdoo/ lw hqghdyrxuhg wr surwhfw
wkdw uhvhuyh e| ohqglqj dv olwwoh dv srvvleoh1 Wkh uhvxow zdv d shulrg
ri iudqwlf dqg doprvw lqfrqfhlydeoh ylrohqfh> vfdufho| dq| rqh nqhz
zkrp wr wuxvw> fuhglw zdv doprvw vxvshqghg> wkh frxqwu| zdv/ dv
Pu1 Kxvnlvvrq h{suhvvhg lw/ zlwklq wzhqw|0irxu krxuv ri d vwdwh ri
eduwhu1 +Edjkhrw/ 4;:6/ Fk1 :/ sdud1 95,
Wklv lv d idploldu vwru| zklfk vkrxog hqfrxudjh xv doo wr dftxdlqw rxuvhoyhv
zlwk hfrqrplf klvwru|1 Wkh 533;< fulvlv zdv qrw wkh uvw qdqfldo sdqlf wr klw
d pdunhw hfrqrp|/ qru zloo lw eh wkh odvw1 Exw/ dv Zdowhu Edjkhrw dqg Phuy|q
Nlqj erwk hpskdvl}h/ wkh qdqfldo zruog lv hyroylqj dqg zh qhhg qhz vwudwhjlhv
wr nhhs xs zlwk wkdw hyroxwlrq1 Dowkrxjk Edjkhrw zdv qr grxew lq xhqfhg e|
hduolhu zulwhuv/ kh zdv glvplvvlyh ri wkh delolw| wr ohduq pxfk iurp hljkwhhqwk
fhqwxu| h{shulhqfh/ prvw qrwdeo| iurp fulvhv wkdw rffxuuhg lq Juhdw Eulwdlq lq
4:<6 dqg 4:<:1 Wkh qdqfldo v|vwhp kdg hyroyhg lq wkh lqwhulp1
L kdugo| wklqn zh vkrxog ghulyh pxfk lqvwuxfwlrq iurp 111 ^wkh
sdqlfv` 111 ri 4:<6 dqg 4:<:> wkh zruog kdv fkdqjhg wrr pxfk vlqfh>
dqg gxulqj wkh orqj shulrg ri lqfrqyhuwleoh fxuuhqf| iurp 4:<: wr
4;4</ wkh sureohpv wr eh vroyhg zhuh dowrjhwkhu glhuhqw iurp rxu
suhvhqw rqhv1 +Edjkhrw/ 4;:6/ Fk1 :/ sdu1 95,1
Nlqj lv vlploduo| dzduh wkdw/ dowkrxjk wkhuh lv pxfk wr eh ohduqhg iurp rxu
suhghfhvvruv/ wkh zruog kdv pryhg rq=
Dowkrxjk klv ^Edjkhrw*v` ghvfulswlrq ri d fhqwudo edqn*v uhvsrqvl0
elolw| dv d *cohqghu ri odvw uhvruw* kdv hqwhuhg wkh wh{werrnv/ dqg zdv
iuhtxhqwo| flwhg dv mxvwlfdwlrq iru wkhlu ohqglqj e| fhqwudo edqnhuv
gxulqj 533;</ lw lv lq qhhg ri xsgdwlqj1 Edqnlqj kdv fkdqjhg do0
prvw rxw ri uhfrjqlwlrq vlqfh Edjkhrw*v wlph1 +Nlqj/ 5349/ ss1 <7,1
Krz kdv wkh zruog fkdqjhg vlqfh Edjkhrw*v wlphB Prvw qrwdeo|/ Nlqj lq0
irupv xv wkdw/ ryhu wkh sdvw fhqwxu|/ wkh X1V1 edqnlqj v|vwhp kdv jurzq e|
d idfwru ri yh iurp 53 shufhqw ri dqqxdo JGS rqh kxqguhg |hduv djr wr 433
shufhqw ri JGS wrgd|1 Dqg/ lq wkh XN/ wkh dvvhw kroglqjv ri wkh wrs whq edqnv
dprxqw wr ryhu 783 shufhqw ri JGS/ zlwk Edufod|v dqg KVEF erwk kdylqj dv0
vhwv lq h{fhvv ri XN JGS1 Nlqj dwwulexwhv pxfk ri wkh jurzwk lq wkh qdqfldo
vhfwru/ uljkwo| lq p| ylhz/ wr ghuhjxodwlrq ri wkh qdqfldo v|vwhp zklfk
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111dowhuhg wkh exvlqhvv prgho dqg wkh fxowxuh ri rxu eljjhvw
edqnv1 111 Vl}h ehfdph dq remhfwlyh ehfdxvh d edqn wkdw zdv fohduo|
wrr lpsruwdqw dqg wrr elj wr idlo zdv deoh wr eruurz pruh fkhdso|/
dqg hyhq d vpdoo dgydqwdjh lq ixqglqj frvwv phdqw wkdw lw frxog rhu
fkhdshu ordqv wr lwv fxvwrphuv1 Wkdw hqdeohg vxfk d edqn wr h{sdqg
pruh udslgo| wkdq lwv ulydov lq d yluwxrxv flufoh ri jurzwk1 +Nlqj/
5349/ ss1 <;,1
Li wkh zruog kdv pryhg rq/ vr dujxhv Nlqj/ vkrxog rxu uhvsrqvh wr qdqfldo
fulvhv1
; Ilqdqfldo Hyroxwlrq dqg Ilqdqfldo Uhirup
Wr xqghuvwdqg wkh edfnjurxqg wr Nlqj*v fdvh iru uhjxodwru| uhirup/ lw zloo khos
li zh wdnh d glyhuvlrq wr sxw klv dujxphqwv lq wkh frqwh{w ri zkdw suhylrxv
zulwhuv rq prqh| dqg edqnlqj kdyh vdlg derxw wkh uroh ri d fhqwudo edqn1
Wudglwlrqdoo|/ wkh dvvhwv ri d frpphufldo edqn frqvlvw ri uhvhuyhv lq wkh irup
ri fdvk dqg jryhuqphqw vhfxulwlhv dqg oldelolwlhv lq wkh irup ri fkhfnlqj dqg
ghsrvlw dffrxqwv khog e| wkh sxeolf1 Gxulqj wkh 4<<3v/ wkh v|vwhp hyroyhg dqg
pdq| lqvwlwxwlrqv fkdqjhg wkhlu exvlqhvv prgho1 Iru h{dpsoh/ wkh XN exloglqj
vrflhw|/ Qruwkhuq Urfn/ rshudwhg e| eruurzlqj vkruw0whup ixqgv iurp wkh prqh|
pdunhwv dqg ohqglqj rxw wkrvh ixqgv lq wkh irup ri pruwjdjhv vhfxulwl}hg e|
krxvhv1 Lq wkh uxq0xs wr wkh idloxuh ri Qruwkhuq Urfn lq Vhswhpehu ri 533:/ rqo|
5:( ri lwv qdqflqj fdph iurp wkh uhwdlo ixqgv ri vdyhuv155 Wkh uhvw zdv uholdqw
rq wkh delolw| ri Qruwkhuq Urfn wr eruurz vkruw0whup ixqgv iurp rwkhu qdqfldo
lqvwlwxwlrqv1 Zkhq ixqgv ehfdph vfdufh lq wkh prqh| pdunhwv/ Qruwkhuq Urfn
zdv xqdeoh wr uroo0ryhu lwv vkruw whup ghew dqg wkh uhvxow zdv d uxq rq wkh edqn
e| vdyhuv1
D vroyhqw qdqfldo lqvwlwxwlrq rzqv dvvhwv wkdw kdyh d ydoxh lq h{fhvv ri wkh
ydoxh ri lwv oldelolwlhv1 Wkh glhuhqfh ehwzhhq wkh ydoxh ri lwv dvvhwv dqg wkh
ydoxh ri lwv oldelolwlhv lv/ e| ghqlwlrq/ lwv htxlw| fdslwdo1 Zkhq wkh edqn lv lq
glvwuhvv/ wkh htxlw| kroghuv duh wkh uvw olqh ri ghihqfh djdlqvw edqn idloxuh1 Lq
d wuhqfkdqw dqdo|vlv ri wkh Juhdw Uhfhvvlrq dqg lwv diwhupdwk/ Dqdw Dgpdwl
dqg Pduwlq Khoozlj kdyh fdoohg shuvxdvlyho| iru edqnv wr eh uhtxluhg wr krog
pxfk odujhu exhuv ri htxlw| fdslwdo156 Zkhq d edqn idlov/ wkh idloxuh qrw rqo|
dhfwv wkh vkduhkroghuv dqg ghsrvlwruv dw wkh edqn> lw dovr kdv d v|vwhplf hhfw
wkdw dulvhv iurp wkh qdwxuh ri prqh| dv d vrfldo jrrg1 Ehfdxvh wkh idloxuh
ri d frpphufldo edqn fdq vslooryhu dqg fdxvh zhoiduh orvvhv hovhzkhuh lq wkh
hfrqrp|/ prghuq qdwlrqdo jryhuqphqwv rhu jxdudqwhhv wr ghsrvlwruv lq wkh
hyhqw ri idloxuh1
Zk| vkrxog jryhuqphqw lqwhuyhqh zlwk exughqvrph uhjxodwlrqv wkdw uhtxluh
edqnv wr krog h{fhvv fdslwdoB Vxuho| wkh pdunhwv zloo h!flhqwo| doorfdwh ixqgv
wr frpshwlqj hqgv1 Qrw vr1 Ehfdxvh ghsrvlwv duh jxdudqwhhg lq wkh hyhqw
55Wkh Rshq Xqlyhuvlw| +533:,1
56Dgpdwl dqg Khoozlj +5347,1
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ri idloxuh/ wkh pdqdjhuv ri edqnv kdyh dq lqfhqwlyh wr pdnh ulvnlhu ghflvlrqv
wkdq wkh| rwkhuzlvh pljkw1 Li d edqn pdnhv edg lqyhvwphqwv/ lw pd| jhqxlqho|
ehfrph lqvroyhqw1
D edqn lv lqvroyhqw li wkh ydoxh ri lwv dvvhwv lv ohvv wkdq wkh ydoxh ri lwv
oldelolwlhv1 Exw ehfdxvh edqnv ohqg rxw orqj0whup dqg eruurz vkruw0whup/ wkhuh
lv d wklq olqh ehwzhhq lqvroyhqf| dqg looltxlglw|1 Qr edqn frxog vdwlvi| wkh
ghpdqgv ri lwv fuhglwruv li doo ghsrvlwruv zhuh wr dwwhpsw wr zlwkgudz wkhlu
fdvk dw wkh vdph wlph1 Gxulqj wkh qlqhwhhqwk dqg hduo| wzhqwlhwk fhqwxulhv/
wkhuh zhuh iuhtxhqw h{dpsohv ri edqn uxqv lq zklfk ghsrvlwruv orvw wuxvw lq wkh
delolw| ri wkhlu edqnv1 Lqvwlwxwlrqv wkdw zrxog kdyh ehhq shuihfwo| vroyhqw/ lq
wkh devhqfh ri d sdqlf/ qhyhuwkhohvv idlohg1
Wkh vroxwlrq wr wkh sureohp ri edqn uxqv/ hperglhg lq wkh Jodvv0Vwhdjdoo
Dfw lq wkh X1V1 lq wkh 4<63v zdv wr surylgh jxdudqwhhv wr ghsrvlwruv/ edfnhg
xs iurp wd{0sd|hu ixqgv1 Dqg frpphufldo edqnv wkdw dffhswhg jxdudqwhhg
ghsrvlwv zhuh suhyhqwhg iurp lqyhvwlqj lq dq|wklqj rwkhu wkdq vdih jryhuqphqw
lvvxhg vhfxulwlhv1 Lqyhvwphqw edqnv/ lq frqwudvw/ fduulhg rxw ulvn| pdwxulw|
wudqvirupdwlrqv e| eruurzlqj vkruw dqg ohqglqj orqj/ exw lw zdv xqghuvwrrg
wkdw d ordq wr dq lqyhvwphqw edqn zrxog qrw eh jxdudqwhhg lq wkh hyhqw ri
idloxuh1 Wkdw v|vwhp zrunhg zhoo iru iw| |hduv exw/ xqghu d qhz sklorvrsk| ri
rshq fdslwdo pdunhwv/ wkh glylvlrq ehwzhhq frpphufldo dqg lqyhvwphqw edqnv
zdv uhshdohg zlwk wkh sdvvdjh ri wkh Judpp0Ohdfk0Eoloh| Dfw lq 4<<<1
Exw dowkrxjk wkh uhshdo ri Jodvv0Vwhdjdoo lv riwhq flwhg dv d frqwulexwlqj
fdxvh ri wkh 533; fulvlv/ wkh qdwxuh ri lqvwlwxwlrqdo fkdqjh kdg douhdg| pdgh
4<63v uhjxodwlrqv luuhohydqw1 Rq Prqgd| Rfwrehu 4<wk ri 4<;:/ wkh V)S ihoo
e| 53(1 Wkdw idoo lv vwloo/ wr wklv gd|/ wkh odujhvw rqh0gd| gurs lq vwrfn pdunhw
klvwru|1 Exw lw zdv qrw/ dv vrph suhglfwhg dw wkh wlph/ iroorzhg e| d pdmru uh0
fhvvlrq157 Wkh pdunhw glg qrw fudvk ehfdxvh wkh wkhq Fkdlupdq ri wkh Ihghudo
Uhvhuyh/ Dodq Juhhqvsdq/ kdg ohduqhg wkh ohvvrqv ri klvwru|1 Ehiruh wkh rshq0
lqj ri wkh pdunhwv rq Wxhvgd|/ Rfwrehu 53wk/ wkh Ihg uhohdvhg wkh iroorzlqj
vwdwhphqw
Wkh Ihghudo Uhvhuyh/ frqvlvwhqw zlwk lwv uhvsrqvlelolwlhv dv wkh
Qdwlrq*v fhqwudo edqn/ d!uphg wrgd| lwv uhdglqhvv wr vhuyh dv d
vrxufh ri oltxlglw| wr vxssruw wkh hfrqrplf dqg qdqfldo v|vwhp1
Txrwhg e| Fduovrq +5339,1
Dv Pdun Fduovrq qrwhv/ lq klv glvfxvvlrq ri wkh 4<;: fulvlv58 Juhhqvsdq
whvwlhg wr wkh Vhqdwh Edqnlqj Frpplwwhh lq 4<<7 wkdw/ gxulqj wkh 4<;: sdqlf/
wkh Ihg jrw rq wkh skrqh wr pdmru Qhz \run edqnv dqg dvvxuhg wkhp wkdw wkh
Ihg zrxog edfn xs lwv zrugv zlwk dfwlrq1 Frqwhpsrudu| qhzvsdshu duwlfohv
uhsruwhg vlplodu lqirupdwlrq=
Dohuwhg e| fdoov derxw wkh ghyhorslqj fuhglw fulvlv iurp Pu1 Skh0
odq ^Fkdlupdq ri wkh Q\VH` dqg rwkhuv/ wkh Ihg ohdqhg khdylo|
57Qhz \run Wlphv +4<;:,1
58Fduovrq +5339,1
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rq wkh elj Qhz \run edqnv wr phhw Zdoo Vwuhhw*v vrdulqj ghpdqg
iru fuhglw1 Pu1 Fruuljdq dqg nh| dlghv shuvrqdoo| whohskrqhg wrs
edqnhuv wr jhw wkh phvvdjh dfurvv111Wkh edqnv zhuh wrog wr nhhs
dq h|h rq wkh elj slfwxuhwkh joredo qdqfldo v|vwhp rq zklfk doo
wkhlu exvlqhvv xowlpdwho| ghshqgv1 D vhqlru Qhz \run edqnhu vd|v
wkh Ihg*v phvvdjh zdv/ cZh*uh khuh1 Zkdwhyhu |rx qhhg/ zh*oo jlyh
|rx1* +Vwhzduw dqg Khuw}ehuj/ 4<;:,1
Lw lv vljqlfdqw wkdw/ gxulqj wkh 4<;: fulvlv/ wkh Jodvv0Vwhdjdoo Dfw zdv vwloo
lq hhfw1 Lw zdv wkh lqyhvwphqw edqnv wkdw zhuh edlohg rxw/ qrw prp0dqg0srs
uhwdlo edqnv1 Wkh edlo rxw ri Zdoo Vwuhhw/ iroorzlqj wkh 4<;: qdqfldo sdqlf
iroorzhg wkh Edjkhrw vfulsw1 Exw lw dovr vhqw d vljqdo wr wkh fdslwdo pdunhwv=
wkh Ihg kdv |rxu edfn1 Wkdw vljqdo glg qrw jr xqqrwlfhg dqg lw ohg wr d ixuwkhu
hyroxwlrq ri wkh qdqfldo vhuylfhv lqgxvwu| wkdw fxoplqdwhg/ lq 533;/ lq wkh Juhdw
Uhfhvvlrq1
< D Sdzqeurnhu iru Doo Vhdvrqv
Edjkhrw*v dgylfh wkdw wkh fhqwudo edqn vkrxog ohqg dv idvw dv lw fdq gxulqj
d fulvlv zdv phdqw wr doohyldwh wkh sureohp wkdw frpphufldo edqnv wkdw eruurz
vkruw dqg ohqg orqj duh vxemhfw wr uxqv1 Exw frpphufldo edqnv/ dzduh wkdw
wkh| zloo eh edlohg rxw lq d fulvlv/ kdyh dq lqfhqwlyh wr pdnh ulvnlhu ordqv wkdq
zrxog rwkhuzlvh eh suxghqw1 Lq wkh odqjxdjh ri lqirupdwlrq hfrqrplfv/ wkhuh lv
d cprudo kd}dug* sureohp1 Krz vkrxog jryhuqphqw ghdo zlwk wkdw sureohpB
Gxulqj wkh 4<53v/ d qxpehu ri surplqhqw hfrqrplvwv lqfoxglqj Luylqj Ilvkhu
iurp \doh Xqlyhuvlw|/ dqg Iudqn Nqljkw/ Khqu| Vlprqv dqg Sdxo Grxjodv iurp
wkh Xqlyhuvlw| ri Fklfdjr sxw iruzdug zkdw ehfdph nqrzq dv wkh Fklfdjr Sodq1
Wkh Fklfdjr sodq zdv hqgruvhg e| Plowrq Iulhgpdq/ Mdphv Wrelq dqg K|pdq
Plqvn| dqg/ dv Nlqj qrwhv/ pruh uhfhqwo|/ vlplodu sursrvdov kdyh ehhq  rdwhg
e| Mrkq Frfkudqh iurp Fklfdjr/ Mdurplu Ehqhv dqg Plfkdho Nxpkri iurp
wkh LPI/ wkh Eulwlvk hfrqrplvwv Dqguhz Mdfnvrq/ Ehq G|vrq dqg Mrkq Nd|/
Odxuhqfh Nrwolnr iurp Ervwrq dqg wkh glvwlqjxlvkhg IW frpphqwdwru Pduwlq
Zroi159
Xqghu wkh Fklfdjr Sodq/ frpphufldo edqnv zrxog qrw eh shuplwwhg wr fuhdwh
prqh| e| ohqglqj pruh wkdq wkh| krog lq fdvk uhvhuyhv1 Edqnv zrxog eh uhtxluhg
wr edfn wkhlu ohqglqj zlwk 433( oltxlg ghsrvlwv1 Lq wkh zrugv ri Luylqj Ilvkhu/5:
Zh frxog ohdyh wkh edqnv iuhh 111 wr ohqg prqh| dv wkh| sohdvh/
surylghg zh qr orqjhu doorzhg wkhp wr pdqxidfwxuh wkh prqh| zklfk
wkh| ohqg 111 Lq vkruw= qdwlrqdol}h prqh| exw gr qrw qdwlrqdol}h
edqnlqj1
Dgpdwl dqg Khoozlj kdyh pdgh wkh zhdnhu dujxphqw wkdw edqnv vkrxog
eh uhtxluhg wr pdlqwdlq d udwlr ri dw ohdvw 58( ri wdqjleoh frpprq htxlw| wr
59Nlqj +5349/ ss1 595,1
5:Txrwhg e| Nlqj/ +Nlqj/ 5349/ ss1 596,1
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wrwdo dvvhwv1 Wkdw sodq zrxog vwloo shuplw iudfwlrqdo uhvhuyh edqnlqj lq zklfk
edqnv gr cpdqxidfwxuh prqh|* exw lw zrxog uhgxfh gudpdwlfdoo| wkh ulvn wr wkh
wd{sd|hu lq wkh hyhqw ri d edqnlqj sdqlf1
Wkh Fklfdjr sodq/ dqg wkh zhdnhu Dgpdwl0Khoozlj yduldqw/ kdyh zlgh vxs0
sruw dprqj hfrqrplvwv1 Nlqj zhljkv lqwr wklv ghedwh e| dujxlqj wkdw uhjxodwru|
uhirup lv xqsrsxodu dprqj d srzhuixo edqnlqj oree| wkdw ehqhwv iurp vwdwh
vxevlglhv1 Gudzlqj lqvwhdg rq dq lqvljkw iurp wkh Dphulfdq Mrxuqdolvw Zlooldp
Ohjjhww/ Nlqj xujhv wkh ghyhorsphqw ri d qhz srolf| wkdw kh fdoov wkh Sdzq0
eurnhu iru Doo Vhdvrqv +SIDV,1
Wkh hvvhqwldo sureohp zlwk wkh wudglwlrqdo OROU lv wkdw/ lq wkh
suhvhqfh ri dofkhp|/ wkh rqo| zd| wr surylgh vx!flhqw oltxlglw| lq d
fulvlv lv wr ohqg djdlqvw edg froodwhudo  dw lqdghtxdwh kdlufxwv dqg
orz ru }hur shqdow| udwhv1 Dqqrxqflqj lq dgydqfh wkdw lw zloo iroorz
Edjkhrw*v uxoh  ohqg iuhho| djdlqvw jrrg froodwhudo dw d shqdow| udwh
 zloo qrw suhyhqw d fhqwudo edqn iurp zdqwlqj wr ghyldwh rqfh d
fulvlv klwv1 +Nlqj/ 5349/ ss1 59<,1
Wkh sureohp/ dv Nlqj vhhv lw/ lv wkdw rqfh d fulvlv klwv/ d fhqwudo edqn zloo
kdyh dq lqfhqwlyh wr ohqg djdlqvw doo froodwhudo/ jrrg ru edg1 Klv vroxwlrq/ wkh
SIDV/ lv wr uhtxluh wkrvh sulydwh qdqfldo lqwhuphgldulhv wkdw pljkw srwhqwldoo|
gudz rq wkh oltxlglw| idflolwlhv ri wkh fhqwudo edqn lq wlphv ri fulvlv/ wr ghsrvlw
dghtxdwh froodwhudo zlwk wkh fhqwudo edqn lq dgydqfh1 Kh ghvfulehv wkuhh ihdwxuhv
ri wklv qhz srolf|1
Iluvw/ doo ghsrvlwv zrxog eh edfnhg hlwkhu e| fdvk ru e| jxdudqwhhg frqwlq0
jhqw fodlpv rq uhvhuyhv khog dw wkh fhqwudo edqn1 Vhfrqg/ wkh frvw ri oltxlglw|
surylvlrq zrxog eh pdqgdwru| dqg sdlg xs iurqw1 Dqg wklug/ wkh qdqfldo lq0
vwlwxwlrqv wkdw ehqhw iurp hphujhqf| oltxlglw| surylvlrq zrxog eh uhtxluhg wr
ehdu wkh frvw lq dgydqfh1 Wkh uhjxodwru| uhtxluhphqw rq edqnv dqg rwkhu 0
qdqfldo lqwhuphgldulhv zrxog eh wkdw wkhlu hhfwlyh oltxlg dvvhwv vkrxog h{fhhg
wkhlu hhfwlyh oltxlg oldelolwlhv1 Wkh SIDV lv d  h{leoh yhuvlrq ri wkh Fklfdjr
Sodq wkdw doorzv vrph glvfuhwlrq lq wkh irup ri vdih dvvhwv wkdw duh khog dv
froodwhudo1
Krz txlfno| frxog wkh SIDV sodq eh lpsohphqwhgB Li lw zhuh lpsohphqwhg
lpphgldwho|/ qdqfldo lqvwlwxwlrqv/ idfhg zlwk wkh ghpdqg wr orzhu ohyhudjh/
frxog uhvsrqg lq rqh ri wzr zd|v1 Wkh| frxog udlvh iuhvk htxlw| fdslwdo rq wkh
qdqfldo pdunhwv1 Ru/ wkh| frxog fdoo lq h{lvwlqj ordqv1 Nlqj uhfrjql}hv wkdw/
li wkh SIDV zhuh wr eh lpsohphqwhg ryhuqljkw/ wkh uhvxow zrxog olnho| eh wkh
lpphgldwh wuljjhulqj ri d qdqfldo fulvlv dv edqnv/ irufhg wr krog d odujhu udwlr
ri htxlw| wr dvvhwv/ zrxog uhvsrqg e| fdoolqj lq h{lvwlqj ordqv1 Wkh vroxwlrq/
kh dvvhuwv/ lv wr lpsohphqw wkh srolf| judgxdoo|/ shukdsv ryhu wkh qh{w wzhqw|
|hduv1
Vkrxog qdqfldo lqvwlwxwlrqv wkdw ehqhw iurp lpsolflw edlorxw jxdudqwhhv eh
uhtxluhg wr krog pxfk odujhu htxlw| exhuvB Lq p| ylhz/ |hv1 Exw zrxog wkdw
eh hqrxjk wr suhyhqw ixwxuh qdqfldo sdqlfB1 Lq p| ylhz/ qr1 Wkhuh lv d vhfrqg
sureohp zklfk Nlqj uhfrjql}hv/ exw zklfk lv/ lq p| ylhz/ pruh vljqlfdqw1
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Dv zlwk dq| uhirup ri wklv nlqg/ wkh vfkhph zrxog dsso| wr
doo qdqfldo lqwhuphgldulhv/ edqnv dqg vkdgrz edqnv/ zklfk lvvxhg
xqvhfxuhg ghew zlwk d pdwxulw| ri ohvv wkdq rqh |hdu deryh d gh
plqlpxv sursruwlrq ri wkh edodqfh vkhhw1 111
111D nh| fkdoohqjh lv wr hqvxuh wkdw dofkhp| grhv qrw vlpso| pl0
judwh rxwvlgh wkh uhjxodwhg vhfwru/ dqg hqg xs ehqhwwlqj iurp dq
lpsolflw sxeolf vxevlg|1 +Nlqj/ 5349/ ss1 5:7,
Wkh uhjxodwru zkr wulhv wr fruuhfw sureohpv zlwk h{lvwlqj lqvwlwxwlrqv lv
sod|lqj d jdph ri zkdfn d proh1 Dq hhfwlyh srolf| pxvw eh pruh wkdq d
uhvsrqvh wr h{lvwlqj lqvwlwxwlrqdo vwuxfwxuhv> lw pxvw vroyh d pruh ixqgdphqwdo
sureohp1 Lqvwlwxwlrqv duh qrw {hg srlqwv1 Wkh| hyroyh dv zd|v ri lpsohphqwlqj
wudghv wkdw sulydwh flwl}hqv shufhlyh wr eh lq wkhlu rzq lqwhuhvwv1 Nlqj klpvhoi
fodlpv wkdw lw lv hdv| wr vsrw zkhq wkh zruog hfrqrp| lv lq glvhtxloleulxp1 L
djuhh1 Exw udwkhu wkdq zdlw iru wkh fulvlv wr klw/ zh pxvw hpsrzhu qdqfldo
uhjxodwruv zlwk wkh vx!flhqw wrrov wr fruuhfw wkdw glvhtxloleulxp ehiruh lw kdv
kdg wlph wr wuljjhu d Wvxqdpl1 Dqg wkh SIDV lv qrw/ lq p| ylhz/ xs wr wkdw
wdvn1 Wkh iuhh pdunhw lv d zrqghuixo lqvwlwxwlrq> exw olnh d zlog kruvh wkdw zloo
wkurz dq xqzdu| ulghu/ wkh pdunhw pxvw eh wdphg ehiruh lw fdq eh ulgghq1
43 Ilqdqfldo Fulvhv= Lqvwlwxwlrqdo ru V|vwhplfB
Phuy|q Nlqj*v glvfxvvlrq ri wkh uroh ri fhqwudo edqnv lv d idvflqdwlqj uhdg/ frp0
lqj dv lw grhv/ iurp d sudfwlwlrqhu zkr zdv ghhso| lqyroyhg lq lq xhqflqj wkh zd|
wkdw wkh 533; qdqfldo fulvlv xqiroghg1 Klv dqdo|vlv grhv qrw iroorz wkh uhfhqw
wuhqg wrzdugv Qhz0Nh|qhvldq wkhrul}lqj dqg wkh xvh ri udwlrqdo h{shfwdwlrqv
vwlfn|0sulfh prghov1 Wkdw lv zhofrph vlqfh wkdw dssurdfk lv zlgho| shufhlyhg
wr kdyh ehhq glvfuhglwhg15; Lqvwhdg/ Nlqj*v dqdo|vlv lv urrwhg lq wkh eholhi wkdw
hfrqrplhv duh doo derxw frslqj zlwk udglfdo xqfhuwdlqw|1 Zkloh Nlqj*v lghd lv
srhwlf/ lw lv qrw dq dowhuqdwlyh wr vrxqg hfrqrplf wkhru|1
Ilqdqfldo fulvhv duh dvvrfldwhg zlwk edqn uxqv dqg prudo kd}dug1 Exw wkh|
duh pxfk pruh wkdq wkdw1 Gxulqj wkh prvw uhfhqw qdqfldo fulvlv/ qdqfldo
lqvwlwxwlrqv lq wkh X1V1 dqg wkh XN khog odujh txdqwlwlhv ri dvvhwv ri txhvwlrqdeoh
ydoxh1 Zhuh wkrvh dvvhwv zruwk whq fhqwv rq wkh groodu/ ru zhuh wkh| zruwk 443
fhqwvB Lq p| ylhz/ erwk dqvzhuv duh fruuhfw1 Li shrsoh eholhyhg wkdw wkh dvvhwv
zhuh zruwk 43 fhqwv/ wkhuh zdv dq htxloleulxp ri wkh zruog hfrqrp| lq zklfk
wkdw iruhfdvw zrxog kdyh ehfrph d vhoi0ixooolqj surskhf|15< Lw lv wkh mre ri wkh
fhqwudo edqn dqg wkh wuhdvxu| wr hqvxuh wkdw/ lq wlphv ri fulvlv/ lw lv wkh jrrg
htxloleulxp lq zklfk wkh dvvhwv duh zruwk 433 fhqwv/ wkdw suhydlov1
5;Wkh Txhhq ri Hqjodqg/ zkr lv uhsruwhg wr kdyh orvw wzhqw|0yh ploolrq srxqgv lq wkh
qdqfldo fulvlv/ zdv idprxvo| txrwhg dv dvnlqj %Zk| glgq*w dq|rqh vhh lw frplqjB%+Slhufh/
533;,1 Wkh vxevhtxhqw idoo0rxw kdv ohg wr zlghvsuhdg glvlooxvlrqphqw zlwk h{shuwv dqg zlwk
hfrqrplfv h{shuwv lq sduwlfxodu +Fkdqj/ 5347,1
5< Vhh p| errn/ Wkh Pdfurhfrqrplfv ri Vhoi0Ixoolqj Surskhflhv/ zkhuh L pdnh wkh fdvh
wkdw pdfurhfrqrplhv duh fkdudfwhul}hg e| vhoi0ixooolqj zdyhv ri rswlplvp dqg shvvlplvp wkdw
vkrxog eh wuhdwhg dv ixqgdphqwdov +Iduphu/ 4<<6,1
4:
Prvw hfrqrplvwv zkr kdyh wkrxjkw ghhso| derxw wkh qdwxuh ri hfrqrplf
fulvhv/ zrxog eh zloolqj wr dvfuleh d uroh wr pxowlsoh htxloleuld1 Wkh ghhshu
txhvwlrq/ dqg rqh wkdw L dgguhvv lq p| rzq uhfhqw errnv dqg sdshuv/ lv= Duh
fulvhv fdxvhg e| lqvwlwxwlrqdo idloxuhv wkdw fdq eh vroyhg e| qhz uhjxodwlrqv
dgghg wr h{lvwlqj lqvwlwxwlrqv/ ru duh wkh| v|vwhplfB63
Nlqj*v dqdo|vlv lv frqvlvwhqw zlwk dq lqvwlwxwlrqdo h{sodqdwlrq1 Wkhuh lv d
pxowlsolflw| ri htxloleuld/ exw wkdw pxowlsolflw| dulvhv iurp d odfn ri wuxvw dqg lw
lv lqwlpdwho| frqqhfwhg zlwk wkh dofkhp| ri fuhglw1
Zkloh wkh dofkhp| ri fuhglw fuhdwlrq lv vxuho| d frqwulexwlqj idfwru wr wkh
vhyhulw| ri qdqfldo fulvhv> lw lv qrw/ L eholhyh/ wkh fdxvh ri wkrvh fulvhv1 Duh
edqnhuv juhhg|B Zdv iudxg udpsduw lq wkh X1V1 krxvlqj pdunhwB Gr Zdoo
Vwuhhw edqnhuv kdyh xqgxh srolwlfdo lq xhqfhB Lv wkhuh d uhyroylqj grru ehwzhhq
Zdoo Vwuhhw dqg Frqjuhvv/ wkh Edqn ri Hqjodqg dqg wkh Flw| ri Orqgrq1B Prvw
fhuwdlqo|= dqg wkhvh duh doo frqwulexwlqj idfwruv wkdw zhuh pruh ru ohvv lpsruwdqw
lq shushwxdwlqj wkh plvhu| wkdw uhvxowhg iurp wkh 533; joredo froodsvh1 Exw
doo ri wkhvh idfwruv sdoh lq frpsdulvrq wr d pruh vljqlfdqw ihdwxuh ri pdunhw
hfrqrplhv= Iuhh wudgh lq qdqfldo pdunhwv grhv qrw/ h{fhsw e| dfflghqw/ uhvxow
lq dq h!flhqw lqwhuwhpsrudo doorfdwlrq ri fdslwdo1
L zloo hoderudwh rq wkdw srlqw lq wkh qh{w vhfwlrq/ vlqfh lw lv/ L eholhyh/ wkh
fhqwudo lvvxh iru prghuq pdfurhfrqrplfv1
44 Wzr Frqfhswv ri Pdunhw H!flhqf|
Wkh h!flhqw pdunhwv k|srwkhvlv lv d whup frlqhg e| Hxjhqh Idpd wr ghqrwh
wkh lghd wkdw lw lv gl!fxow ru lpsrvvleoh wr pdnh prqh| wkurxjk wudghv lq wkh
qdqfldo pdunhwv xqohvv |rx nqrz vrphwklqj wkdw vrpherg| hovh grhv qrw nqrz1
Idpd uhihuv wr wkdw lghd dv lqirupdwlrqdo h!flhqf| dqg wkhuh lv d odujh qdqfh
olwhudwxuh zklfk dujxhv/ shuvxdvlyho|/ wkdw pdunhwv duh h!flhqw lq wklv vhqvh164
Lw lv xqiruwxqdwh wkdw Idpd xvhg wkh whup h!flhqf| wr ghvfuleh wklv frqfhsw
ehfdxvh lw kdv qrwklqj wr gr zlwk wkh zd| wkdw hfrqrplvwv w|slfdoo| xvh wkdw
whup1
Pxfk ri prghuq qdqfh wkhru| lv edvhg rq plfurhfrqrplf frqfhswv eru0
urzhg iurp jhqhudo htxloleulxp wkhru|1 Xqghu vrph yhu| vshfldo flufxpvwdqfhv/
jhqhudo htxloleulxp wkhrulvwv kdyh vkrzq wkdw hyhu| hfrqrplf htxloleulxp lv hi0
flhqw lq d zhoo0ghqhg vhqvh= Wkhuh lv qr lqwhuyhqwlrq e| d jryhuqphqw djhqf|
wkdw fdq lpsuryh wkh zhoiduh ri rqh shuvrq zlwkrxw pdnlqj vrphrqh hovh zruvh
r1 Wkdw sursrvlwlrq lv uhihuuhg wr dv wkh uvw zhoiduh wkhruhp ri hfrqrplfv dqg
wkh h!flhqf| frqfhsw/ qdphg diwhu Yloiuhgr Sduhwr/ lv fdoohg Sduhwr H!flhqf|165
Lpsruwdqwo|/ d pdunhw wkdw lv lqirupdwlrqdoo| h!flhqw lv qrw qhfhvvdulo| Sduhwr
h!flhqw1
Jhqhudo htxloleulxp wkhru| dv dssolhg wr qdqfldo pdunhwv/ dvvxphv wkdw wkh
kxpdq ehlqjv zkr wudgh zlwk hdfk rwkhu lq pdunhwv kdyh shuihfw nqrzohgjh ri




wkh suredelolw| glvwulexwlrqv ri ixwxuh rxwfrphv1 Lw lv d wkhru| ri ulvn udwkhu
wkdq xqfhuwdlqw| dqg/ zkloh L djuhh zlwk Nlqj wkdw wkdw lv dq lqdffxudwh fkdu0
dfwhul}dwlrq ri wkh uhdo zruog/ L dp zloolqj wr dffhsw wkh cdv li* dvvxpswlrq wkdw
wkh zruog lv fkdudfwhul}hg e| ulvn udwkhu wkdq xqfhuwdlqw| lq rughu wr kljkoljkw
d vhfrqg/ pruh vljqlfdqw fkdudfwhulvwlf ri pdunhwv166 Prvw ri wkh shrsoh zh
duh wudglqj zlwk wkurxjk wkh sxufkdvh dqg vdoh ri qdqfldo dvvhwv kdyh qrw |hw
ehhq eruq1
Pdfurhfrqrplf wkhrulvwv riwhq dvvxph wkdw wkhuh h{lvwv d vlqjoh uhsuhvhqwd0
wlyh djhqw1 Wkdw dvvxpswlrq lv frqyhqlhqw ehfdxvh wkh pdwkhpdwlfv ri d prgho/
srsxodwhg e| d uhsuhvhqwdwlyh djhqw/ lv uhodwlyho| vlpsoh1 D vlqjoh shuvrq idflqj
d ghflvlrq sureohp zloo dozd|v fkrrvh d xqltxh dfwlrq1 Exw d shuvrq lqwhudfwlqj
zlwk rwkhu kxpdq ehlqjv/ prvw ri zkrp kdyh qrw |hw ehhq eruq/ lv d yhu| gli0
ihuhqw pdwwhu1 Hyhq li wkh sk|vlfdo zruog zhuh xqfkdqjlqj/ zh zrxog vwloo idfh
xqfhuwdlqw| dv wr wkh zd|v wkdw rxu ghvfhqgdqwv zloo ehkdyh lq wkh ixwxuh1 D
prgho/ srsxodwhg e| ryhuodsslqj jhqhudwlrqv ri qlwho| olyhg shrsoh/ dozd|v kdv
pxowlsoh htxloleuld1
Zkhq zh wudgh zlwk rwkhu shrsoh lq pdunhwv/ zh hdfk pdnh lpsolflw dvvxps0
wlrqv derxw zkdw zh wklqn zloo kdsshq lq wkh ixwxuh1 Rxu h{shfwdwlrqv ri zkdw
zloo kdsshq lq xhqfh wkh zd| zh ehkdyh1 Dqg zkhq wkhuh duh pxowlsoh uljkw
dqvzhuv wr wkh txhvwlrq= krz zloo ixwxuh shrsoh ehkdyhB eholhiv derxw zkdw zloo
kdsshq kdyh wkh srwhqwldo wr ehfrph vhoi0ixooolqj surskhflhv e| lq xhqflqj
zkdw grhv kdsshq1
Lq wkh hfrqrplf prghov wkdw L vwxg| lq p| rzq wkhruhwlfdo dqg hpslu0
lfdo zrun/ wkh qrq0vwdwlrqdu| sdwkv iru eruurzlqj dqg ohqglqj wkdw Phuy|q
Nlqj uhihuv wr dv glvhtxloleulxp/ duh udwlrqdo iurp wkh shuvshfwlyh ri lqglylgxdo
wudghuv/ hyhq wkrxjk wkh| pd| eh yhu| idu iurp rswlpdo iurp wkh shuvshfwlyh
ri vrflhw|1 Vwrfn pdunhw errpv dqg fudvkhv duh qrw rqo| lqglylgxdoo| udwlrqdo=
Wkh| duh htxloleulxp sdwkv iru dvvhw sulfhv167
Exw wkh idfw wkdw vwrfn pdunhw errpv dqg fudvkhv duh udwlrqdo iurp wkh
shuvshfwlyh ri wkh lqglylgxdo/ grhv qrw phdq wkdw wkh| duh udwlrqdo iurp wkh
shuvshfwlyh ri vrflhw|1 Wkh pdunhw fdq uhpdlq luudwlrqdo iru orqjhu wkdq |rx dqg
L fdq uhpdlq vroyhqw1 Wkh pdunhw fdq uhpdlq luudwlrqdo iru orqjhu wkdq Jhrujh
Vrurv ru Eloo Jdwhv fdq uhpdlq vroyhqw1 Exw wkh pdunhw fdqqrw uhpdlq luudwlrqdo
iru orqjhu wkdq wkh X1V1 Wuhdvxu| fdq uhpdlq vroyhqw1 D qdwlrqdo fhqwudo edqn/
edfnhg e| wkh delolw| ri wkh wuhdvxu| wr ohy| wd{hv rq ixwxuh jhqhudwlrqv/ frxog
pdnh wkh wudghv wkdw rxu fkloguhq dqg rxu judqgfkloguhq zrxog pdnh li wkh|
zhuh deoh1
P| hpslulfdo zrun ghprqvwudwhv d vwurqj dqg vwdeoh frqqhfwlrq ehwzhhq dv0
vhw pdunhw  xfwxdwlrqv dqg yduldwlrqv lq wkh xqhpsor|phqw udwh wkuhh prqwkv
66 Vhh wkh glvfxvvlrq ri wklv lvvxh lq p| sdshu/ cSrvw0Nh|qhvldq G|qdplf Vwrfkdvwlf Jhqhudo
Htxloleulxp Wkhru|* +Iduphu/ 534:,1 L dovr surylgh d ghihqvh ri wkh xvh ri wkh udwlrqdo
h{shfwdwlrqv dvvxpswlrq lq Survshulw| iru Doo +Iduphu/ 5349/ Fk1 <,1
67 L dp xvlqj wkh zrug htxloleulxp khuh lq wkh vhqvh ri G|qdplf Vwrfkdvwlf Jhqhudo Htxl0
oleulxp Wkhru|= Dw hyhu| srlqw lq wlph/ wkh txdqwlwlhv ri dvvhwv ghpdqghg dqg vxssolhg duh
htxdo dw fxuuhqw sulfhv1
4<
odwhu168 Dqg p| wkhruhwlfdo zrun surylghv d wkhru| ri xqhpsor|phqw wkdw h{0
sodlqv wkh frqqhfwlrq ehwzhhq wkh vwrfn pdunhw dqg xqhpsor|phqw dv d fdxvdo
fkdlq169 Zkhq zh ihho zhdowk| zh duh zhdowk|1 Lqfuhdvhg frqvxpswlrq h{shq0
glwxuh wuljjhuv dgglwlrqdo klulqj e| upv/ xqhpsor|phqw idoov/ dqg eholhiv derxw
wkh ydoxh ri rxu qdqfldo dvvhwv ehfrph vhoi0ixooolqj1
Sklo Ruhrsrorxv/ Wloo Yrq0Zdfkwhu dqg Dqguhz Khlv} kdyh vkrzq wkdw mre0
pdunhw hqwudqwv zkrvh uvw mre rffxuv lq d errp fdq h{shfw wr hduq xs wr 48(
pruh ryhu wkhlu hqwluh fduhhuv wkdq wkrvh zkrvh uvw mre rffxuv lq d uhfhvvlrq16:
Li/ lq vrph dowhuqdwlyh xqlyhuvh/ wkrvh shrsoh frxog ex| ru vhoo dvvhwv/ frqwlq0
jhqw rq wkh vwdwh ri wkh zruog wkh| zhuh eruq lqwr/ wkrvh wudghv zrxog dfw wr
frxqwhu wkh dvvhw sulfh yrodwlolw| wkdw lv uhvsrqvleoh iru wkh  xfwxdwlrqv lq wkhlu
iruwxqhv16;
Wkh idfw wkdw jryhuqphqw fdq pdnh wudghv rq ehkdoi ri ixwxuh jhqhudwlrqv
surylghv d frpshoolqj udwlrqdoh iru surylglqj uhdo whhwk wr erglhv olnh wkh Il0
qdqfldo Srolf| Frpplwwhh lq wkh XN1 Wkh ISF frxog dfwlyho| lqwhuyhqh lq dvvhw
pdunhwv e| wudglqj ulvn| fodlpv wr dq lqgh{hg vwrfn pdunhw ixqg/ lq h{fkdqjh
iru jryhuqphqw erqgv16< Wkh jrdo ri dq lqwhuyhqwlrq ri wklv nlqg zrxog eh wr
pdlqwdlq ixoo hpsor|phqw dqg lw zrxog uxq lq sdudooho wr wkh uroh ri wkh Fhqwudo
Edqn dv wkh surylghu ri d vwdeoh fxuuhqf|1
45 Frqfoxglqj Wkrxjkwv rq Ilqdqfldo Srolf|
Phuy|q Nlqj kdv zulwwhq d yhu| lqwhuhvwlqj errn dqg L uhfrpphqg lw wr doo
zkr vhhn wr ixuwkhu wkhlu xqghuvwdqglqj ri wkh 533; qdqfldo fulvlv dqg wr wkrvh
zkr duh vhhnlqj zlvgrp rq zd|v wr suhyhqw ixwxuh fulvhv1 Nlqj*v yhuvlrq ri wkh
Fklfdjr sodq/ wkh Sdzq Eurnhu iru Doo Vhdvrqv/ kdv phulw dqg d yhuvlrq ri klv
sodq kdv douhdg| ehhq hqgruvhg e| d zlgh udqjh ri hfrqrplvwv1 Dowkrxjk L dovr
hqgruvh d yhuvlrq ri wkh Fklfdjr Sodq/ lw grhv qrw/ lq p| rslqlrq/ jr idu hqrxjk1
Dv Phuy|q Nlqj dujxhv/ wkh zruog fdslwdo pdunhwv zhuh fohduo| lq glvhtxl0
oleulxp lq wkh hduo| 5333v1 Fhqwudo Edqnhuv/ lqfoxglqj Nlqj/ glg vhh d fulvlv
frplqj1 Wkh| glg qrwklqj derxw lw ehfdxvh wkh h{shulhqfh ri wkh 4<;: fudvk
pdgh wkhp ryhufrqghqw ri wkhlu delolw| wr suhyhqw d qdqfldo fulvlv iurp vsloolqj




6:Ruhrsrxorv hw do1 +5345,1
6; Vrph pljkw dujxh wkdw zh gr qrw qhhg jryhuqphqw wr vroyh wkdw sureohp> frqfhuqhg
sduhqwv fdq pdnh wkrvh wudghv rq ehkdoi ri wkhlu ghvfhqghqwv1 Exw hyhq li zh frxog wuxvw wkdw
doo sduhqwv wuxo| kdyh wkh zhoiduh ri wkhlu fkloguhq dw khduw/ wkdw vroxwlrq lv lqihdvleoh vlqfh
lw zrxog uhtxluh wkdw fkloguhq uhfhlyh ehtxhvwv lq vrph vwdwhv ri qdwxuh wkdw duh sdlg iru e|
ghewv lq rwkhuv1 Ehfdxvh zhvwhuq ohjdo frghv suhyhqw ghew0erqgdjh/ d sulydwh vroxwlrq wr wkh
lqvxudqfh sureohp lv lqihdvleoh1 Iru dq hoderudwlrq ri wklv dujxphqw/ vhh Iduphu +5349,1
6< L h{sodlq wklv dujxphqw lq pruh ghswk lq d ohfwxuh L gholyhuhg dw wkh Edqn ri Hqjodqg/




Dgpdwl/ D1 dqg Khoozlj/ P1 +5347,1 Wkh Edqnhuv* Qhz Forwkhv= Zkdw*v Zurqj
zlwk Edqnlqj dqg Zkdw wr Gr derxw Lw1 Sulqfhwrq Xqlyhuvlw| Suhvv/ Sulqfhwrq
QM1
Dnhuori/ J1 D1 dqg Vkloohu/ U1 M1 +533<,1 Dqlpdo Vslulwv1 Sulqfhwrq Xqlyhuvlw|
Suhvv/ Sulqfhwrq dqg R{irug1
Edjkhrw/ Z1 +4;:6,1 Orpedug Vwuhhw1 Shqjxlq1 Nlqj/ Orqgrq1
Ehuqdqnh/ E1 V1 +5348,1 Wkh Wd|oru Uxoh= D ehqfkpdun iru prqh0
wdu| srolf|B kwwsv=22zzz1eurrnlqjv1hgx2eorj2ehq0ehuqdqnh2534823725;2
wkh0wd|oru0uxoh0d0ehqfkpdun0iru0prqhwdu|0srolf|21 Uhwulhyhg Iheuxdu| 6ug
534: iurp wkh Zruog Zlgh Zhe1
Fduovrq/ P1 +5339,1 D eulhi klvwru| ri wkh 4<;: vwrfn pdunhw fudvk zlwk d
glvfxvvlrq ri wkh ihghudo uhvhuyh uhvsrqvh1 Ilqdqfh dqg Hfrqrplfv Glvfxv0
vlrq Vhulhv Glylvlrqv ri Uhvhdufk ) Vwdwlvwlfv dqg Prqhwdu| Ddluv Ihghudo
Uhvhuyh Erdug/ Zdvklqjwrq/ G1F1/ 461
Fkdqj/ K10M1 +5347,1 Hfrqrplfv lv wrr lpsruwdqw wr ohdyh wr wkh h{shuwv1 Wkh
Jxdugldq Qhzvsdshu/ kwwsv=22zzz1wkhjxdugldq1frp2frpphqwlviuhh253472
dsu2632hfrqrplfv0h{shuwv0hfrqrplvwv1 Uhwulhyhg Iheuxdu| 7wk 534: iurp wkh
Zruog Zlgh Zhe1
Idpd/ H1 I1 +4<:3,1 H!flhqw fdslwdo pdunhwv= D uhylhz ri wkhru| dqg hpslulfdo
zrun1 Mrxuqdo ri Ilqdqfh/ 58+5,=6;674:1
Iduphu/ U1 H1 D1 +4<<6,1 Wkh Pdfurhfrqrplfv ri Vhoi0Ixooolqj Surskhflhv1 PLW
Suhvv/ Fdpeulgjh/ PD1
Iduphu/ U1 H1 D1 +533;,1 Rog nh|qhvldq hfrqrplfv1 Lq Iduphu/ U1 H1 D1/ hglwru/
Pdfurhfrqrplfv lq wkh Vpdoo dqg wkh Odujh/ fkdswhu 5/ sdjhv 56761 Hgzdug
Hojdu/ Fkhowhqkdp/ XN1
Iduphu/ U1 H1 D1 +533<,1 Dqlpdo vslulwv= Krz kxpdq sv|fkrorj| gulyhv wkh
hfrqrp|/ dqg zk| lw pdwwhuv iru joredo fdslwdolvp/ e| jhrujh d1 dnhuori dqg
urehuw m1 vkloohu1 d uhylhz1 Wkh Hfrqrplf Uhfrug/ ;8+5:3,=69:69<1
Iduphu/ U1 H1 D1 +5343d,1 H{shfwdwlrqv/ Hpsor|phqw dqg Sulfhv1 R{irug Xql0
yhuvlw| Suhvv/ Qhz \run1
Iduphu/ U1 H1 D1 +5343e,1 Krz wkh Hfrqrp| Zrunv= Frqghqfh/ Fudvkhv dqg
Vhoi0ixooolqj Surskhflhv1 R{irug Xqlyhuvlw| Suhvv/ Qhz \run1
Iduphu/ U1 H1 D1 +5345d,1 Frqghqfh/ fudvkhv dqg dqlpdo vslulwv1 Hfrqrplf
Mrxuqdo/ 455+88<,1
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Iduphu/ U1 H1 D1 +5345e,1 Wkh vwrfn pdunhw fudvk ri 533; fdxvhg wkh juhdw
uhfhvvlrq= Wkhru| dqg hylghqfh1 Mrxuqdo ri Hfrqrplf G|qdplfv dqg Frqwuro/
69=9<::3:1
Iduphu/ U1 H1 D1 +5346d,1 Txdolwdwlyh hdvlqj= d qhz wrro iru wkh vwdelolvdwlrq
ri qdqfldo pdunhwv1 Edqn ri Hqjodqg Txduwho| Exoohwlq/ T7=7387461
Iduphu/ U1 H1 D1 +5346e,1 Txdolwdwlyh hdvlqj> d qhz wrro iru wkh vwdelol}dwlrq
ri qdqfldo pdunhwv1 Edqn ri Hqjodqg Txduwhuo| Exoohwlq/ T7=7387461
Iduphu/ U1 H1 D1 +5347,1 Ilqdqfldo vwdelolw| dqg wkh uroh ri wkh qdqfldo srolf|
frpplwwhh1 Wkh Pdqfkhvwhu Vfkrro/ ;5+V4,=68761
Iduphu/ U1 H1 D1 +5348,1 Wkh vwrfn pdunhw fudvk uhdoo| glg fdxvh wkh juhdw
uhfhvvlrq1 R{irug Exoohwlq ri Hfrqrplfv dqg Vwdwlvwlfv/ ::+8,=94:9661
Iduphu/ U1 H1 D1 +5349,1 Survshulw| iru Doo= Krz wr Suhyhqw Ilqdqfldo Fulvhv1
R{irug Xqlyhuvlw| Suhvv/ Qhz \run1
Iduphu/ U1 H1 D1 +534:,1 Srvw0nh|qhvldq g|qdplf vwrfkdvwlf jhqhudo htxloleulxp
wkhru|1 QEHU Zrunlqj Sdshu 5643< dqg FHSU Glvfxvvlrq sdshu 44;3:1
Judqjhu/ F1 Z1 +4<9<,1 Lqyhvwljdwlqj fdxvdo uhodwlrqv e| hfrqrphwulf prghov
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Judqjhu/ F1 Z1 +4<;3,1 Whvwlqj iru fdxvdolw|= D shuvrqdo ylhzsrlqw1 Mrxuqdo ri
Hfrqrplf G|qdplfv dqg Frqwuro/ 5=65<6851
Kdehuohu/ J1 +4<6:,1 Survshulw| dqg Ghsuhvvlrq1 Jhrujh Doohq dqg Xqzlq Owg1
Kxpskuh|/ W1 P1 +4<:8,1 Wkh fodvvlfdo frqfhsw ri wkh ohqghu ri odvw uhvruw1
Ihghudo Uhvhuyh Edqn ri Ulfkprqg= Hfrqrplf Uhflhz/ sdjhv 5<1
Ndkqhpdq/ G1 dqg Wyhuvn|/ D1 +4<:<,1 Survshfw wkhru|= Dq dqdo|vlv ri ghflvlrq
xqghu ulvn1 Hfrqrphwulfd/ 7:+5,=5965<51
Nh|qhv/ M1 P1 +4<53,1 Wkh Hfrqrplf Frqvhtxhqfhv ri wkh Shdfh1 Pdfploodq/
Orqgrq1
Nh|qhv/ M1 P1 +4<54,1 D Wuhdwlvh rq Suredelolw|1 Pdfploodq/ Orqgrq1
Nh|qhv/ M1 P1 +4<69,1 Wkh Jhqhudo Wkhru| ri Hpsor|phqw/ Lqwhuhvw dqg Prqh|1
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Nlqj/ P1 +5349,1 Wkh Hqg ri Dofkhp|= Prqh|/ Edqnlqj dqg wkh Ixwxuh ri wkh
Joredo Hfrqrp|1 Z1Z1 Qruwrq dqg Frpsdq|/ Qhz \run dqg Orqgrq1
Nqljkw/ I1 +4<54,1 Ulvn/ Xqfhuwdlqw| dqg Surw1 Oleudu| ri Hfrqrplfv dqg Ole0
huw|/ kwws=22zzz1hfrqole1ruj2oleudu|2Nqljkw2nqUXS1kwpo1 Uhwulhyhg Iheux0
du| 6/ 534: iurp wkh Zruog Zlgh Zhe=1
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kwpo1 Uhwuhlyhg Iheuxdu| 6ug 534: iurp wkh Zruog Zlgh Zhe1
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Hfrqrplfv/ 7+4,=45<1
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R{irug1
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Zlgh Zhe1
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Wd|oru/ M1 E1 +4<<<,1 Dq klvwrulfdo dqdo|vlv ri prqhwdu| srolf| uxohv1 Lq Wd|oru/
M1 E1/ hglwru/ Prqhwdu| Srolf| Uxohv/ sdjhv 64<6741 Xqlyhuvlw| ri Fklfdjr
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Uhwulhyhg Iheuxdu| 6ug 534: iurp wkh Zruog Zlgh Zhe1
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